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OVERSIGHT HEARING ON GOVERNMENTWIDE
BUYOUTS AND H.R. 4488

THURSDAY, SEPTEMBER 22, 1994

House of Representatives,
Committee on Post Office and Civil Service,

Subcommittee on Compensation and Employee Benefits,
Washington, DC.

The subcommittee met, pursuant to call, at 10:05 a.m., in room
311, Cannon House Office Building, Hon. Eleanor Holmes Norton
(chair of the subcommittee) presiding.
Members present: Representatives Norton and Morella.
Ms. Norton. This hearing is convened.
This hearing has been called for two purposes. We are here to

hear testimony concerning the experience of agencies about using
the buyout authority approved last March 31. The second purpose
of this hearing is to take testimony on H.R. 4488, my bill to pro-
hibit agencies from contracting out the work of bought-out employ-
ees.

It is important to document both the successes and problems of
the buyout legislation. This, after all, is the first time the Govern-
ment has used voluntary buyouts Governmentwide. We must learn
from what experience we have, even while it is occurring, in order
to avoid unintended consequences and to correct mistakes that
could be costly to agencies, employees, and the Government itself.

The decision to use buyouts has been vindicated. Once a decision
to do downsizing was made, buyouts were surely the only rational
vehicle. RIF's to achieve a quota for downsizing would be reckless,
leaving agencies hopelessly inefficient.

Lower level, frontline employees often lose their jobs, not senior
middle managers among whom there may be some excess employ-
ees. Senior employees retain their salaries, simply bumping junior
employees from their positions and often out of Government alto-
gether. Moreover, layoffs cost more than buyouts.

Nevertheless, while buyouts are the best way to accomplish
downsizing, only our own actual buyout experience can tell us
whether improvements are needed. We hope to begin this docu-
mentation today.
We will also hear testimony on H.R. 4488, a bill designed to pro-

vide added integrity to the buyout authority. The purpose of
buyouts to downsize the Government is completely undermined if

civil servants are simply replaced by contract employees.
Congress added provisions to avoid abuse of buyouts, such as

barring the return to the payroll for 5 years of civil servants who
(l)



take buyouts. Far more likely than that abuse, however, would be

the substitution of contract employees for bought-out employees.

Service contracts by the Government appear already out of con-

trol. Service contracts have grown to $105 billion and, astonish-

ingly, almost alone have been spared cuts throughout the difficult

deficit reduction process thus far.

The broad authority of buyouts could become an open invitation

to agencies to use an unregulated shadow government of contract

employees to replace civil servants. This would subvert the purpose

to reduce the number of employees and reduce personnel costs to

the Government.
I would like to welcome all of today's witnesses and look forward

to hearing their testimony.
Panel one consists of Mr. John Koskinen, Deputy Director for

Management, Office of Management and Budget; Mr. Leonard R.

Klein, Associate Director for Career Entry, Office of Personnel

Management; and Ms. Nancy R. Kingsbury, Director of Federal

Human Resource Management Issues, General Government Divi-

sion, General Accounting Office.

Welcome. My welcome to all three of you.

STATEMENTS OF JOHN A. KOSKINEN, DEPUTY DIRECTOR FOR
MANAGEMENT, OFFICE OF MANAGEMENT AND BUDGET;
LEONARD R. KLEIN, ASSOCIATE DIRECTOR FOR CAREER
ENTRY, OFFICE OF PERSONNEL MANAGEMENT; AND NANCY
R. KINGSBURY, DIRECTOR OF FEDERAL HUMAN RESOURCE
MANAGEMENT ISSUES, GENERAL GOVERNMENT DIVISION,

GENERAL ACCOUNTING OFFICE

Ms. Norton. And we would be pleased to begin with Mr.

Koskinen.
Mr. Koskinen. Good morning, Madam Chair. I am pleased to be

able to testify before this subcommittee on a subject of great impor-

tance to the administration.

The voluntary separation incentive payout authority, a legisla-

tive product of this subcommittee, has already proved its worth as

an effective tool for the agencies to increase voluntary turnover so

that streamlining reforms can be more readily implemented. On be-

half of the administration, I would like to express our appreciation

again for the assistance of this subcommittee in the enactment of

the Federal Workforce Restructuring Act of 1994.

It was just over a year ago, on September 11, 1993, that the

President directed all departments and agencies to develop stream-

lining plans to address the issues raised by the Vice President's

National Performance Review. These plans were to restructure the

way departments and agencies perform their work, to eliminate un-

necessary layers of supervision, to reduce headquarters staffs, and

to empower employees to take more responsibility for their activi-

ties.

The President's Management Council, composed of the chief oper-

ating officers of the major departments and agencies, has made ef-

fective streamlining its top priority, and review of the streamlining

plans will be an important element of the President's fiscal year

1996 budget development process.



The Office of Personnel Management is responsible for providing
data and information on operation of the buyout authority. OMB's
oversight role is principally focused on those provisions in the act
that limit executive branch employment through 1999. OMB, with
the assistance of OPM, is monitoring Governmentwide employment
levels.

As required, we have determined that, at the end of this past
quarter, the statutory personnel ceiling is being met. Thus, there
has been no need for OMB to call for a Governmentwide freeze on
hiring as the act would require if the statutorily mandated ceilings
were not met.
We expect the Governmentwide work-force reductions will be

achieved through 1999 by implementation of the agency's stream-
lining plans. Targeted use of voluntary separation incentive pay-
ments has given agencies a jump start on that longer term effort.

The act, however, requires that each vacancy created by a
nondefense buyout be matched, or offset, by a reduction in total ex-
ecutive branch nondefense employment.
For the fiscal year 1994 buyout program, the reduction in em-

ployment already programmed was sufficient to offset the buyouts
that agencies planned to make without requiring additional reduc-
tions. For 1995, the agencies are aware of this requirement and are
making their plans accordingly.
The NPR has recommended that FTE reductions be achieved pri-

marily through consolidating or eliminating field offices, reducing
management layers, and eliminating unnecessary controls and
micromanagement now associated with such overhead services as
personnel and procurement. While we do not expect that the work
of these employees will be converted to contract performance as a
matter of course, in those instances where conversions to contract
may be appropriate and in the best interests of the taxpayers,
agencies should retain the authority to do so.

H.R. 4488 would amend the Federal Workforce Restructuring Act
to prohibit performing by contract the duties of an individual who
voluntarily separated from Government service in order to
achieve—to receive a separation incentive payment.
Thus, H.R. 4488 has the potential of prohibiting converting any

work to private sector performance without regard to a cost com-
parison demonstrating that there was a financial advantage to the
Government. The particular circumstances that cause an employee
to accept a buyout offer would override any justified conversion to
contract performance. Our concern is that H.R. 4488 would reduce
the incentive for agencies to offer buyouts even to minimize any ad-
verse work-force impact of an approved decision to convert to con-
tract.

To insure that buyouts do not automatically result in contracting
out, section 5(g) of the existing act prohibits agencies from con-
tracting out unless a cost comparison demonstrates that there is a
financial advantage to the Government.

In those cases where contract performance may be appropriate,
agencies have been advised by acting OMB Director Alice Rivlin to
comply with section 5(g) of the act through the conduct of OMB
Circular A-76 comparisons, where applicable.



In those areas where Circular A-76 does not apply, such as re-

search and development activities and activities that involve less

than 10 full-time equivalents, agencies may develop alternative

cost comparison approaches in response to the cost comparison re-

quirements of section 5(g) or they may use Circular A-76 proce-

dures.

We believe that section 5(g) of the act and the related OMB guid-

ance appropriately address the concern that agencies might be in-

clined to contract out activities to meet personnel ceilings where it

is not appropriate to do so.

While there is always the potential for abuse, we believe the ap-

propriate remedy is to deal with the individual cases rather than

enact across-the-board restrictions on agency discretion. We there-

fore reluctantly must oppose this legislation.

I will be pleased at the end of the testimony of my copanelists

to answer any questions you may have. Thank you.

[The prepared statement of Mr. Koskinen follows:]

Prepared Statement of John A. Koskinen, Deputy Director for Management,
Office of Management and Budget

Madam Chair, I am pleased to be able to testify before this Subcommittee on a

subject of great importance to the Administration. The voluntary separation incen-

tive payment authority, a legislative product of this Subcommittee, has already

proved its worth as an effective tool for the agencies to increase voluntary turnover

so that streamlining reforms can be more readily implemented. On behalf of the Ad-

ministration, I would like to express our appreciation again for the assistance of this

subcommittee in the enactment of the Federal Workforce Restructuring Act of 1994.

It was just over a year ago, on September 11, 1993, that the President directed

all departments and agencies to develop streamlining plans to address the issues

raised by the Vice President's National Performance Review (NPR). These plans

were to restructure the way departments and agencies perform their work, to elimi-

nate unnecessary layers of supervision, to reduce headquarters staffs, and to em-

power employees to take more responsibility for their activities. The President's

Management Council, composed of the chief operating officers of the major depart-

ments and agencies, has made effective streamlining its top priority and review of

the streamlining plans will be an important element of the President's Fiscal Year

1996 budget development process.

The Office of Personnel Management is responsible for providing data and infor-

mation on operation of the buyout authority. OMB's oversight role is principally fo-

cused on those provisions in the Act that limit Executive Branch employment

through 1999. OMB, with the assistance of OPM, is monitoring government-wide

employment levels. As required, we have determined that, as of the end of this past

quarter, the statutory personnel ceiling is being met. Thus, there has been no need

for OMB to call for a government-wide freeze on hiring as the Act would require

if the statutorily mandated ceilings were not being met.

We expect the government-wide workforce reductions will be achieved through

1999 by implementation of the agency's streamlining plans. Targeted use of vol-

untary separation incentive payments has given agencies a "jump start" on that

longer-term effort. The Act, however, requires that each vacancy created by a non-

Defense buyout be matched, or offset, by a reduction in total Executive Branch non-

Defense employment. For the fiscal year 1994 buyout program, the reduction in em-

ployment already programmed was sufficient to offset the buyouts that agencies

planned to make without requiring additional reductions. For 1995, the agencies are

aware of this requirement and are making their plans accordingly.

The NPR has recommended that FTE reductions be achieved primarily through

consolidating or eliminating field offices, reducing management layers, and eliminat-

ing unnecessary controls and micromanagement now associated with such overhead

services as personnel and procurement. While we do not expect that the work of

these employees will be converted to contract performance as a matter of course, in

those instances where conversions to contract may be appropriate and in the best

interests of the taxpayer, agencies should retain the authority to do so.



H.R. 4488 would amend the Federal Workforce Restructuring Act to prohibit per-

forming by contract the duties of an individual who voluntarily separated from Gov-
ernment service in order to receive a separation incentive payment.
Thus, H.R. 4488 has the potential of prohibiting converting any work to private

sector performance without regard to a cost comparison demonstrating that there
was a financial advantage to the Government. The particular circumstances that
cause an employee to accept a buyout offer would override any justified conversion
to contract performance. Our concern is that H.R. 4488 would reduce the incentive

for agencies to offer buyouts even to minimize any adverse workforce impact of an
approved decision to convert to contract.

To insure that buyouts do not automatically result in contracting out, section 5(g)
of the existing Act prohibits agencies from contracting out unless a cost comparison
demonstrates that there is a financial advantage to the Government. In those cases
where contract performance may be appropriate, agencies have been advised by Act-
ing OMB Director Rivlin to comply with section 5(g) of the Act through the conduct
of OMB Circular A-76 comparisons, where applicable. In those areas where Circular
A-76 does not apply, such as Research and Development activities and activities

that involve less than 10 FTE, agencies may develop alternative cost comparison ap-
proaches in response to the cost comparison requirements of Section 5(g) or they
may use Circular A-76 procedures. We believe that section 5(b) of the Act and the
related OMB guidelines appropriately address the concern that agencies might be
inclined to contract out activities to meet personnel ceilings where it is not appro-
priate to do so.

While there is always the potential for abuse, we believe the appropriate remedy
is to deal with the individual cases rather than enact across-the-board restrictions

on agency discretion. We therefore oppose this legislation.

I will be pleased to answer any questions you may have. Thank you.

Ms. NORTON. Yes, Mr. Klein.

Mr. Klein. Good morning, Madam Chair. Thank you for provid-
ing OPM this opportunity to testify on the operation of the Govern-
mentwide buyout program under the Federal Workforce Restruc-
turing Act of 1994, and on H.R. 4488.
The Governmentwide buyout program is working effectively to

help agencies achieve needed downsizing while avoiding reductions
in force. Under the program, agencies can offer incentives equal to

the amount of the employee's severance pay, but not over $25,000,
for employees who voluntarily separate through regular retirement,
early retirement, or resignation. The authority provides flexibility

for agencies to offer buyouts on an organizational, occupational, or
geographic basis where most needed.
An employee who separates with a buyout and becomes reem-

ployed by the Federal Government within 5 years, either in an
agency or under a personal services contract, must repay the entire
amount of the incentive. The repayment requirement may be
waived only under very stringent conditions and may not be waived
at all if the reemployment is under a personal services contract.
To ensure that buyouts result in needed personnel cuts, the Re-

structuring Act requires a reduction of one full-time equivalent po-
sition for each buyout taken for all non-Defense agencies under the
Governmentwide authority. Further, section 5(g) of the act requires
the President to ensure that there is no increase in agencies' pro-
curement of service contracts as a result of providing buyouts, un-
less a cost comparison demonstrates that there is a financial ad-
vantage to the Government.
OPM believes that, to this point, the experience with the buyout

program has been very positive. From enactment of the authority
on March 30 of this year through September 20, nearly 15,000 em-
ployees have taken buyouts offered by a wide variety of depart-
ments and agencies.



We believe that the agencies are finding buyouts to be an effec-

tive tool to make needed cuts without adversely affecting employ-
ees. For example, USIA told us that buyouts enabled them to avoid

a RIF thus far which would have separated involuntarily over 200
employees. NASA also reported very favorable results, with many
more buyout takers than originally expected.

At the Education Department, buyouts were used to streamline

the organization with a more diversified work force. Education offi-

cials estimate savings to be about $7.4 million in fiscal year 1995,

from the Department's 1994 buyouts, which cost $1.7 million.

We are particularly pleased that agencies have been using the

flexibility in the program to offer buyouts on an appropriate organi-

zational and occupational basis. At the three agencies I cited,

buyouts were offered on a broad basis in the agency, but with ex-

ceptions for specific occupations that were especially needed by the

agency. Other agencies have offered buyouts on a more specifically

targeted basis, depending on where the cuts are most needed.

Agencies have thus far been able to offer buyouts while main-
taining their ability to carry out their mission. The use of the vol-

untary means, rather than RIF's, is a much better option for the

morale and productivity of all employees.
In addition, the use of buyouts may be better from the standpoint

of work force diversity, since buyout takers tend to be older em-
ployees who are eligible for either regular retirement or early-out

retirement, while employees affected by RIF's tend to be relatively

young, and many younger employees are women and minorities.

Certainly, it is better to have voluntary separation through buyouts
rather than a RIF of any employee.

Agencies' offers of buyouts were in some cases limited during fis-

cal year 1994, because the authority did not become available until

midway through the fiscal year. Based on our contacts with agen-

cies, we anticipate extensive use of the buyouts from the start of

the upcoming fiscal year. The experience up to now points toward
a successful buyout program until the program expires on March
31, 1995, and OPM will continue to watch the situation closely as

events develop.

Now, let me briefly address H.R. 4488, which would prohibit

agencies from contracting out, in whole or in part, the duties and
responsibilities of an individual who separates from the Govern-
ment in order to receive a buy out.

Given the emphasis on labor-management relationships and de-

centralized decisionmaking, this issue may be better addressed at

the local level, without a blanket prohibition. For example, where
an A-76 study shows that contracting out a particular function will

lower costs and could improve services, an agency-union manage-
ment partnership council could decide to offer affected employees

buyouts or comparable jobs elsewhere in the agency, rather than

having reductions in force. That option would not be available if

the prohitition in H.R. 4488 were to be enacted.

This concludes my statement. I would be happy to answer any
questions you may have.

[The prepared statement of Mr. Klein follows:]



Prepared Statement of Leonard R. Klein, Associate Director for Career
Entry, Office of Personnel Management

Madam Chair and Members of the Subcommittee, thank you for providing OPM
this opportunity to testify on the operation of the Government-wide buyout program
under the Federal Workforce Restructuring Act of 1994, and on H.R. 4488.
The Government-wide buyout program is working effectively to help agencies

achieve needed downsizing while avoiding reductions in force [RIF's]. Under the pro-
gram, agencies can offer incentives equal to the amount of an employee's severance
pay, but not over $25,000, for employees who voluntarily separate through regular
retirement, early retirement, or resignation. The authority provides flexibility for

agencies to offer buyouts on the organizational, occupational, and geographic basis
where most needed. An employee who separates with a buyout and becomes reem-
ployed by the Federal Government within 5 years, either in an agency or under a
personal services contract, must repay the entire amount of the incentive. The re-
payment requirement may be waived only under very stringent circumstances, and
may not be waived at all if the reemployment is under a personal services contract.
To ensure that buyouts result in needed personnel cuts, the Restructuring Act re-
quires a reduction of one full-time equivalent position for each buyout taken, for all

non-defense agencies under the Government-wide authority. Further section 5(g) of
the act requires the President to ensure that there is no increase in agencies' pro-
curement of service contracts as a result of providing buyouts, unless a cost com-
parison demonstrates that there is a financial advantage to the Government.
OPM believes that, to this point, the experience with the buyout program has

been very positive. From enactment of the authority on March 30 of this year
through September 20, nearly 15,000 employees have taken buyouts offered by a
wide variety of departments and agencies. We believe that agencies are finding
buyouts to be an effective tool to make needed cuts without adversely affecting em-
ployees. For example, USIA told us that buyouts enabled them to avoid a RIF thus
far, which would have separated involuntarily over 200 employees. NASA also re-
ported very favorable results, with many more buyout takers than originally ex-
pected. At the Education Department, buyouts were used to streamline the organi-
zation with a more diversified work force. Education officials estimate savings of
about $7.4 million in fiscal year 1995 from the Department's 1994 buyouts, which
cost $1.7 million. We are particularly pleased that agencies have been using the
flexibility in the program to offer buyouts on the appropriate organizational and oc-
cupational bases. At the three agencies I cited, buyouts were offered on a broad
basis in the agency, but with exceptions for specific occupations that were especially
needed by the agency. Other agencies have offered buyouts on a more specifically
targeted basis, depending on where cuts are most needed. Agencies have thus been
able to offer buyouts while maintaining their ability to carry out their mission. The
use of voluntary means, rather than RIF's is much better for the morale and produc-
tivity of all employees. In addition, the use of buyouts may be better from the stand-
point of work force diversity, since buyout takers tend to be older employees who
are eligible for either regular retirement or early-out retirement, while employees
affected by RIF's tend to be relatively young, and many younger employees are
women and minorities. Certainly, it is better for the separation of any employee to
be voluntary.

Agencies' offers of buyouts were in some cases limited during fiscal year 1994, be-
cause the authority did not become available until midway through the fiscal year.
Based on our contacts with agencies, we anticipate extensive use of buyouts from
the start of the upcoming fiscal year. The experience up to now points toward a suc-
cessful buyout program until the program expires on March 31, 1995, and OPM will
continue to watch the situation closely as events develop.
Now, let me briefly address H.R. 4488, which would prohibit an agency from con-

tracting out, in whole or in part, the duties and responsibilities of an individual who
separates from the Government in order to receive a buyout. Given the emphasis
on labor-management partnerships and decentralized decisionmaking, this issue
may be better addressed at the local level, without a blanket prohibition. For exam-
ple, where an A-76 study shows that contracting out a particular function will lower
costs and could improve services, an agency-union partnership council could decide
to offer affected employees buyouts or comparable jobs in other parts of their organi-
zations to avoid displacement. That option would not be available if the prohibition
in H.R. 4488 is enacted.
This concludes my prepared statement. I would be pleased to answer any ques-

tions the subcommittee may have.

Ms. Norton. Ms. Kingsbury.
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Ms. KINGSBURY. Thank you, Madam Chairman.

Since my written statement contains a lot of the same kind of

background information that the other two panelists have already

given you, I would like to focus my part of this presentation on the

five specific questions that you asked us to address in anticipation

of this hearing.

One of the questions you asked was, "Did the fiscal year 1994

buyouts help to mitigate RIF's and are they likely to mitigate RIF's

in the future?" It is clear from the information we collected from

agencies that the buyouts did have a very positive effect on avoid-

ing RIF's in fiscal year 1994.

The agencies that reported to us estimated that about 2,800 po-

tential RIFees, if you will, were protected by their ability to offer

buyouts in fiscal year 1994. Most agencies tell us that they are un-

likely to have RIF's in 1995 and they plan to use other means, in-

cluding the buyouts, hiring freezes, and reassignments to avoid

RIF's in 1995. But there are a few agencies that did tell us that

they are expecting not to be able to totally avoid RIF's.

You also asked us how much did the buyouts cost and what

kinds of savings can the taxpayers expect? We did ask that ques-

tion of agencies, and they reported to us that in 1994 they spent

or they paid out, in either incentive payments themselves or in the

mandatory contributions to the retirement system for early retir-

ees, a total of $362 million. That is the report from 27 agencies.

None of the agencies reported savings in fiscal year 1994, largely

because the buyout program was enacted so late in the year. They

do report, however, that the 1994 actions will save about $642 mil-

lion in fiscal year 1995.

While we didn't look behind those numbers, it seems fairly clear

that there are going to be substantial savings to the taxpayer.

Third, you asked us, have the buyouts affected the ability of

agencies to carry out their missions? Most agencies reported to us

that there has not been a dramatic effect, but some of those reports

were also qualified by the fact that it is a little early to tell. Many
of these buyouts are only taking place as we speak, and the actual

effects on organizations may not play out for some more months.

Others have said that certain functions were, in fact, adversely

affected by the buyouts, and I am—we didn't go into what they are

doing to cope with that, but, as you know, we are going to be doing

a followup report on this whole program for you next spring, and

we will be looking into those issues in more depth for that work.

Consistent with your remarks this morning, you have asked us,

"Did we find any evidence that contractors are being used to back-

fill vacancies created by the buyouts?" Despite public reports—per-

sistent public reports that that is going on, none of the agencies

said that they were doing that. We also talked to representatives

of the major employee unions who could not provide us any evi-

dence that that kind of activity is going on.

We would also caution, however, that it is early, and we will be

specifically looking at contract actions in the agencies for our fol-

lowup work to make sure that that is not happening where it is

inappropriate.



Finally, you asked how did the buyouts relate to the NPR's goals
of Reinventing Government, and I think I have two observations to

make for you on that.

First of all, many of the agencies are targeting their buyouts at

the kinds of positions that were referred to earlier that the NPR
recommends agencies reduce supervisory positions, higher graded
positions, and positions in what are referred to as overhead func-

tions. But as an auditor I have to take some issue with that char-
acterization. Nonetheless, agencies do seem to be focusing on re-

ducing their supervisory ratios and the higher-graded positions.

On the other hand, we are a little concerned that the early ef-

forts to submit the so-called streamlining plans to OMB have clear-

ly not been successful, and there seems to be very little evidence
out there that the kind of planning that that directive intended,
and certainly that ought to be taking place, doesn't seem to be ac-

complished yet.

We are going to be looking very closely at how this planning
process plays out, and we are quite concerned that the kind of
planning that organizations tell us is critical is not really going on.

With that, I will stop and will be happy to take your questions.
Ms. Norton. Thank you very much.
[The prepared statement of Ms. Kingsbury follows:]

Prepared Statement of Nancy R. Kingsbury, Director of Federal Human Re-
source Management Issues, General Government Division, General Ac-
counting Office

The Federal Workforce Restructuring Act of 1994 (P.L. 103-226) gives non-De-
partment of Defense (DoD) executive branch agencies the authority to pay eligible

employees as much as $25,000 to voluntarily leave federal service. This was done
to help agencies meet the National Performance Review's (NPR's) downsizing and
reinvention goals without resorting to costly reductions-in-force (RIFs). With a first

round of buyouts about to be completed, and a second round to begin with the next
fiscal year, GAO developed this status report on the results of the buyouts to date
at non-DoD agencies. GAO did this by sending questionnaires to a judgmentally se-

lected sample of 37 agencies, 35 of which reportedly had made buyouts when GAO
began its study in August 1994. GAO received data representing 34 agencies. GAO
also interviewed representatives of OPM, OMB, and five public employee unions.
GAO did not verify the data agencies provided in their questionnaires nor the infor-

mation obtained during the interviews.

According to the agencies GAO surveyed, the buyouts were successful in helping
agencies avoid RIFs in fiscal year 1994. While 2 agencies said they RIFed a total

of 642 employees, were it not for the buyouts, 9 other agencies said that nearly
2,800 employees would have been let go. Most agencies reported that RIFs will be
unlikely in fiscal year 1995. Taxpayers apparently benefited from the buyouts as
well. Agencies said that savings from the buyouts will amount to nearly $642 mil-
lion in fiscal year 1995.

Despite the large numbers of people leaving the government, most agencies re-

ported the buyouts had no effect on their ability to carry out their missions. At the
same time, neither the agencies GAO surveyed nor the union representatives GAO
interviewed reported that contractors were being hired to do the work of separated
employees.
While agencies were to accompany their workforce reductions with comprehensive

plans detailing the management reforms and restructuring initiatives they intended
to make to achieve the NPR's reinvention goals, GAO is concerned that a number
of those plans appear to have fallen short of the administration's expectations. In
its ongoing study of the lessons learned by 25 nonfederal employers who had al-

ready experienced a downsizing, GAO was told that such planning was essential.

Nonfederal organizations that did not plan their downsizing said they cut needed
employees, suffered skills imbalances, and were often forced to replace some of those
lost through lack of planning.
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Madam Chair and members of the subcommittee, we are pleased to be there today

to discuss the federal government's buyout activities at non-Department of Defense

(DoD) agencies.

As you are aware, the buyouts were authorized by the Federal Workforce Restruc-

turing Act of 1994 (P.L. 103-226) to help meet the National Performance Review's

(NPR) goal of reducing the federal workforce by more than a quarter million people

by 1999. The NPR stated that these positions will be unnecessary if agencies

"reinvent" themselves through management reforms and restructuring.

Both the NPR and Congress intended the buyouts to be a cost-effective alternative

to separating employees involuntarily through reductions-in-force (RIFs). According

to an OPM official, as of September 20, 1994, non-DoD agencies reported paying

buyouts to 14,930 employees.
With the 1994 buyouts winding down, and a second wave of buyouts set to begin

with the new fiscal year, we wanted to determine how well the buyouts are working.

We are monitoring the government's buyout activities and will prepare a detailed

assessment after the buyout authority expires on March 31, 1995. However, at your

request, we have prepared the following status report on the results to date of the

1994 buyouts at non-DoD agencies, with specific emphasis on the following ques-

tions:

Did the fiscal year 1994 buyouts help mitigate RIFs? Are RIFs expected in the

future?
How much did the buyouts cost and what kinds of savings can taxpayers expect?

Have the buyouts affected the ability of agencies to accomplish their missions?

Are contractors being used to "backfill" vacancies created by the buyouts?

How do the buyouts relate to the NPR's goal of reinventing government?

We obtained our data by sending questionnaires to a judgmentally selected sam-

ple of 37 agencies in August 1994. Of those agencies, OPM data as of August 4,

1994, showed 35 had made buyouts. Two additional agencies that had not reported

making any buyouts at the time of our study were included because of the possibil-

ity they may make buyouts in fiscal year 1995.

Data representing 34 of the 37 agencies was received in time to be included in

our study (two agencies combined their responses with other units in the same de-

partment). These 34 agencies were responsible for 94 percent of the 14,760 buyouts

reported to OPM as of August 4, 1994. We also interviewed officials from the Office

of Personnel Management (OPM); the Office of Management and Budget (OMB);

and five public employee unions. We did not verify the data agencies provided in

their questionnaires nor the information obtained during the interviews.

BACKGROUND ON THE FEDERAL BUYOUTS

The Federal Workforce Restructuring Act allows non-Defense executive branch

agencies to offer voluntary separation incentive payments (VSIP)—commonly known
as buyouts—to employees in any designated component, occupation, grade, series,

and/or location who voluntarily agree to resign, retire, or take voluntary early re-

tirement. Agencies may allow employees to take buyouts through March 31, 1995.

To receive a buyout, an employee must: Be serving under appointment without

time limit; have 12 months of continuous service; not be a reemployed annuitant;

not be eligible for disability retirement; agree to resign or retire voluntarily before

April 1, 1995, unless the head of the agency agrees to an extension, but no later

than March 31, 1997; and be in a position designated by the agency as eligible for

buyouts.
The buyout is $25,000 or an amount equal to the employee's severance pay enti-

tlement, whichever is less. The law also requires that for each buyout taken, agen-

cies are to make a one time payment of a 9 percent of an employee's basic salary

at the time of the buyout to the federal retirement fund.

If any employee receiving the buyout is rehired by the federal government or per-

forms services under a personal services contract with the government within 5

years of the date of separation, the employee must repay the full buyout to the

agency that made the payment.

How the buyout reductions are monitored

To ensure that savings are achieved and vacated positions are not simply refilled,

the Federal Workforce Restructuring Act requires a governmentwide (excluding the

Department of Defense and Central Intelligence Agency) reduction in full time

equivalent (FTE) positions for each buyout given. 1 OMB has interpreted this to

*An FTE is normally equivalent to one person working 1 year. According to OMB guidance,

this generally equals 260 compensable days (2,080 hours), and excludes overtime and holidays.
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mean that, for each buyout that occurs in a fiscal year, the following year's FTE
level should be reduced by at least one.

Because this FTE offset is to be implemented governmentwide (excluding the De-
partment of Defense and Central Intelligence Agency), the act designated OMB as
the focal point for monitoring the federal buyout effort to ensure that the required
governmentwide reduction in FTEs is achieved.

AGENCIES REPORT BUYOUTS NEARLY ELIMINATED THE NEED FOR RIFS IN FISCAL YEAR
1994 AND WILL LIKELY MITIGATE THEM IN FISCAL YEAR 1995

According to the agencies we surveyed, the buyouts were successful in helping
agencies avoid RIFs in fiscal year 1994. This is important because RIFs can be cost-

ly to agencies. When agencies separate employees through RIFs, they are required
to make severance payments that, depending on an employee's length of service, can
be as much as 1 year's pay at the level received immediately prior to separation.
Moreover, the involuntary nature of RIFs and their widespread impact can disrupt
agency operations and affect employee morale.
Of the 32 agencies responding to the question, only 2 said they RIFed employees.

One agency said it RIFed 70 employees, while the second, OPM, said it RIFed over
500 employees. OPM's RIFs resulted from somewhat special circumstances, how-
ever. The agency had to RIF employees in the spring of 1994 to help stop a $3 mil-
lion per month shortfall in OPM's training and investigations revolving fund. They
said the buyout authority came too late to avert those separations.
Were it not for the buyouts, agencies reported that many more employees would

have lost their jobs involuntarily. Of the 9 agencies that said RIFs would have been
necessary in fiscal year 1994 if not for the buyouts, 8 estimated they would have
RIFed nearly 2,800 employees. Moreover, it seems that fiscal year 1994 buyouts will
help agencies avoid RIFs in fiscal year 1995. Indeed, were it not for this fiscal year's
buyouts, 12 agencies said they would probably need to RIF over 8,000 workers in
fiscal year 1995.

The buyouts were reported as particularly effective by the United States Informa-
tion Agency (USIA) which was on the brink of a RIF. According to a USIA official,

RIF notices had already been issued to over 200 employees. Passage of the buyout
bill, however, made any involuntary separations unnecessary.
While fiscal year 1994 saw RIFs at few of the agencies we surveyed, the outlook

for the future is also optimistic. Of the 31 agencies responding to the question, 21
said it was likely that they would need to reduce their workforce levels next year
based on fiscal year 1996 ceilings. However, only 5 agencies indicated that it was
likely that employees would be released through RIFs in fiscal year 1995, compared
to 22 that said RIFs were unlikely. Of course, the likelihood of RIFs in fiscal year
1995 will depend largely on agencies' fiscal year 1996 budget allocations and their
ability to make the number of buyouts they need.
Most of the agencies we surveyed believe they will offer a number of buyouts in

fiscal year 1995. Twenty-one agencies responding estimated they will offer a total
of over 10,000 buyouts. Governmentwide, OPM estimated that agencies will make
as many as 50,000 buyouts in fiscal year 1995. This number includes approximately
25,000 to 30,000 buyouts expected at DoD (our data excludes DoD). Moreover, agen-
cies' buyout estimates will continue to evolve until the fiscal year 1996 federal budg-
et is finalized. Until then, all such estimates should be considered preliminary.

AGENCIES ESTIMATE THE BUYOUTS WILL SAVE TAXPAYERS MONEY IN FISCAL YEAR 1995

Twenty-seven of the agencies responding estimated they spent $336 million in fis-

cal year 1994 on the voluntary separation incentive payments. Agencies also made
one-time retirement fund contributions of $26 million for employees to whom they
offered buyouts. Thus, the total cost of the buyouts in terms of the voluntary separa-
tion incentives and the contribution to the federal retirement fund cost agencies
about $362 million in 1994.
Most agencies said they did not realize any savings from the buyouts in fiscal

year 1994 because the buyouts authority came too late to offset costs. However, for
fiscal year 1995, 25 agencies projected savings of nearly $642 million from the fiscal

year 1994 buyouts.

MOST AGENCIES REPORTED THAT WORKFORCE REDUCTIONS DID NOT AFFECT THEIR
ABILITY TO PERFORM THEIR MISSIONS

Eighteen agencies believed that the decrease in staff that resulted from the
buyouts did not affect their ability to perform their missions. In fact, seven agencies
responding said the buyouts enhanced their ability to do their work. NASA, for ex-
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ample, said the buyouts allowed the agency to complete the workforce restructuring

necessary following the reduction in the space station mission.

However, three agencies reported being adversely affected by the buyouts, citing

the loss of expertise or corporate memory as affecting mission accomplishment. For

example, one agency said: "The buyout has 'gutted' corporate memory * * * the

number of key managers who left has resulted in a deleterious domino effect. Depth

and coverage in certain offices * * * has been negatively impacted."

AGENCIES SAID VACANCIES RESULTING FROM BUYOUTS WERE NOT BACKFILLED BY
CONTRACTORS

Sections (5g) of the Federal Workforce Restructuring Act prohibits an increase in

service contracts as a result of implementation of the buyout provisions of the act,

unless a cost comparison shows such contracts to be to the financial advantage of

the government.
We asked agencies if they have used service contracts to perform the work of em-

ployees who left because of buyouts. Twenty-nine of the 30 agencies responding said

they had not while the remaining agency was unsure. We also asked agencies if

they had any requests for contract proposals pending to perform the work of employ-

ees who left with a buyout in fiscal year 1994. Of the 29 agencies responding, 26

reported they did not have such requests and the 3 remaining agencies were unsure.

We also contacted representatives of five major federal employee unions to ask

them if they were aware of any increase in the use of service contracts to cover the

work of employees who left under buyouts. None had any indication such backfilling

was occurring. They said that while it may be too early to tell if agencies are using

contractors in such situations, they were concerned that this could be a possibility

in the future.

BUYOUTS SHOULD BE ACCOMPANIED BY ADEQUATE STRATEGIC AND WORKFORCE
PLANNING TO MEET THE NPR'S REINVENTION GOALS

In its September 1993 report, From Red Tape to Results: Creating a Government

that Works Better and Costs Less, the NPR called for agencies to initiate a series

of management reforms that would allow the government to eliminate approxi-

mately 252,000 positions by fiscal year 1999 (since raised to 272,900). These cuts

were intended in part to reduce the ranks of what the NPR called "management
control structures" such as headquarters staff, supervisors, auditors, personnelists,

budgeteers, and procurement specialists.

To ensure these management reforms would take place, the President, on Septem-

ber 11, 1993, directed each federal agency to submit a streamlining plan to OMB.
Among the items agencies were to include in their plans were the steps being taken

to reduce bureaucratic layers; flatten hierarchy; reduce headquarters staff; and pare

down management control structures. These streamlining plans are an important

part of the NPR's reinvention efforts because they direct agencies to initiate man-
agement reforms and workforce restructuring first, and the personnel reductions are

supposed to result.

MANY AGENCIES WE SURVEYED REPORTED THEY ARE TARGETING THEIR BUYOUTS

The buyouts can be useful tool for agencies in helping them to surgically reduce

and restructure their workforce where it is needed most. When asked whether their

buyouts were targeted in any way, 11 of the 30 agencies in our study that said they

offered buyouts in fiscal year 1994 indicated they had no specific targets, i.e., all

eligible employees were allowed to apply. Of the remaining agencies that said they

targeted their buyouts, the most frequent targets included specific, presumably

higher grade levels; supervisors and managers; and employees in certain geographic

locations.

NONFEDERAL AGENCIES WITH EXPERIENCE IN DOWNSIZING SAY THAT ADEQUATE
PLANNING IS ESSENTIAL

Whether workforce reductions are targeted or not, private sector and nonfederal

organizations that have already gone through downsizing stress the importance of

adequate planning. In our ongoing review of the lessons learned by 25 private, state,

and foreign government employers who reportedly downsized successfully, most said

that planning—strategic, workforce, or a combination—was necessary before

downsizing or making any changes in organizational structure. Strategic planning

established organizations' future goals and work to be carried out. Workforce plan-

ning identified the skills that organizations would need in order to do that work and

those skills that would no longer be required.
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The nonfederal organizations that told us they did not plan for their restructuring

and the skills they would need after downsizing said they ended up cutting needed
employees, suffered skills imbalances, and were often forced to replace those lost

through lack of planning.

NASA and the Department of Education were two agencies that reportedly did

some careful planning prior to offering buyouts. NASA, for example, had to reduce

its workforce after its space station project was curtailed. An agency official said

that while NASA did not target its buyouts because it had a broadbased need to

downsize, it gave priority to certain categories of employees. In order of priority,

those categories included early-retirement eligibles; supervisors and managers grade

14 and above; all other supervisors and managers grade 13 and above; and all re-

maining employees.
As we reported in our August correspondence on buyouts at the Department of

Education, we were told by Department officials that when the buyout legislation

was still under consideration by Congress in the fall of 1993, the Department real-

ized it could use buyouts as a workforce planning tool. 2 In October 1993, the Depart-

ment's Office of Human Resources and Administration surveyed employees to deter-

mine who was likely to apply for the buyouts and how much it would cost the agen-

cy. Between late-April and mid-May, the Department accepted buyout applications

only from those employees who were eligible for retirement (about 30 percent of the

workforce).
Department officials told us that because of the buyouts, the Department was able

to release higher graded employees in areas where workloads were decreasing, im-

prove productivity, and restructure its workforce to better reflect new legislative pri-

orities such as managing the Direct Student Loan program.

MANY AGENCIES' STREAMLINING PLANS FELL SHORT OF WHAT OMB EXPECTED TO
ACHIEVE THE NPR'S REINVENTION GOALS

While OMB said some agencies supported their downsizing with adequate plan-

ning, the administration's response to agencies' streamlining plans suggests that the

plans fell short of what was expected to meet the NPR's reinvention goals. One
OMB official told us many agencies did not take the time or effect to develop their

plans. As a result, the official said that in mid-August, following a review of the

plans, OMB asked all departments and major agencies to submit improved stream-

lining plans no later than October 3, 1994. In so doing, OMB directed agencies to

emphasize the restructuring of their organizations and work processes, and reflect

the importance of a related reduction in the number of supervisors, headquarters

staff, and support staff.

CONCLUSION

In analyzing the reported results of the buyouts to date, we believe most success-

fully helped agencies meet their fiscal year 1994 workforce reduction targets without
resorting to RIFs. However, agencies were to accompany their workforce reductions

with comprehensive plans detailing the management reforms and restructuring ini-

tiatives they intended to make to achieve the NPR's reinvention goals. To the extent

that the resubmitted plans may still not meet the administration's expectations,

agencies may be trying to meet their downsizing target without meaningful strategic

or workforce planning.
This concludes my prepared remarks. I will be pleased to answer any questions

the subcommittee may have.

Ms. Norton. Yesterday, at a hearing of this subcommittee, Ms.
Kingsbury, we were told, as you have indicated today, that GAO
has surveyed a number of agencies—I think it was said that 37
had been surveyed—and that some agencies—I think the number
5 or 7 was used—responded that they believed that RIF's were
likely. I would like to know what were those agencies.

Ms. Kingsbury. I will be happy to provide that information to

your staff. One of the agencies involved, USIA, I think is going to

discuss that issue in their testimony later today.

I am a little bit concerned about simply announcing those agen-

cies, because we are not sure that the agencies have announced it

^Buyouts at the Department ofEducation (GAO/GGD-94-197R), Aug. 17, 1994.
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to their own employees. And if they haven't, we could stir up a lot

of disruption by throwing around agency names. Is it OK if I just

give that information to your staff?

Ms. Norton. Well, certainly, if you would simply provide that to

the staff I would appreciate it. We certainly don't want to alarm
anyone. Nor do we want to be the forecasters of layoffs that

Ms. Kingsbury. In the end may not happen.
Ms. Norton [continuing]. May not happen, and as was the in-

tent of the buyout, should not happen.
But let me ask all three of you, realistically, at this point, we

—

for example, the fiscal year 1995 goals, are layoffs expected? Mr.
Koskinen.
Mr. Koskinen. We are, right now, at the start of the budget sea-

son. As a part of the budget submissions from the agencies we are
getting both their budgetary proposals and their detailed stream-
lining proposals and the description as to how they are going to

meet their FTE requirements for 1995. At this stage, we do not
have the information from the agencies compiled yet as to how they
are going to meet their 1995 ceilings. Although our expectation is,

as noted by the other panelists, that the buyout authority which
runs through March of 1995, will be used with larger numbers this

year than last year. So we do not expect that there will be signifi-

cant layoffs beyond the buyouts.
Ms. Norton. I note that in the 1993 Defense Authorization Act,

DOD was granted authority, buyout authority, through 1997, and
we just approved an extension through 1999 in the fiscal year 1995
Defense Authorization Act.

Why was it necessary to extend buyouts for DOD? And how do
you reconcile this with the administration's position that it will not
seek an extension of authority for the rest of the Government, but
would be, apparently, willing to rely on chaotic layoffs or RIF's

which would obviously have nothing to do with efficiency and
might set back whatever efficiency goals the National Performance
Review lays out, Mr. Koskinen?
Mr. Koskinen. I am not familiar with the details of DOD. It has

been running buyouts for some time and has its own set of unique
problems at this time.

Our estimation is that, for the nondefense agencies, that the

buyouts have served and will serve their function well, which is to

allow the agencies to, as I said, jump start the process. But our ex-

pectation is that, with appropriate planning going forward, at this

stage we have no indication that additional buyout authority will

be necessary. Therefore, we have advised the agencies, and the
agencies are contemplating proceeding without an extension of that

authority.

Ms. Norton. It is indeed the case that employees have come for-

ward. The buyout authority is working well. If, in fact, you find

that buyouts—if you find what you found with respect to DOD that

led you to seek an extension of their buyout authority—if you find

the same kinds of factors with respect to other agencies, would you
consider requesting extension of buyout authority for other agen-

cies as well?

Mr. Koskinen. Well, as I noted, I am not familiar with the de-

tails of what the DOD findings were. As a general matter, they
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have a very different force structure and set of issues which is why
they historically have been treated separately.

As I say, at this stage we expect that the agencies will proceed
over time effectively without additional buyout authority, so we
have no plans at this point to recommend that there be any addi-
tional extensions.
Ms. Norton. Mr. Klein, would OPM recommend—in the event

that agencies had no choice to meet these quotas but to go to lay-

offs—would OPM be prepared to recommend to the administration
that it consider extending buyout authority to civilian agencies as
it has to DOD?
Mr. Klein. At this time, we would not. The current target for re-

duction in 1995 is about 40,000 to 43,000 people. If we get a major
portion of that with buyouts, and understanding that attrition is

low now, about 5 percent, but even at 5 percent we are looking at

100,000 people leaving Government. The remaining reductions over
the next 5 years would be around 25,000 to 30,000 a year, with
100,000 turnover, and extra efforts by agencies to do some plan-
ning.
We are talking about eliminating one job out of every four that

somehow vacate. If we can plan this well, and use the buyouts that
have been approved for this early period in 1995, so that we get
a jump-start on it, we don't believe we will need buyouts in the fu-

ture.

We also

Ms. Norton. Go ahead.
Mr. Klein [continuing]. Believe that if we were to propose

buyouts at this point for the future that, based on our past experi-
ence, people would delay. We want people to make their decisions
now, to use this window to leave so that we can avoid RIF's in the
future. We want to have the maximum use of the buyouts early on
so that we can avoid adverse impact on our work force.

Ms. NORTON. Well, I certainly agree. We wouldn't want—my
question was not, of course, intended to be an announcement that
there will be buyout authority in the future but rather to test

whether you are involved in efficiency streamlining or simply get-

ting rid of employees, downsizing the Government to meet deficit

reduction or other goals.

As you know, the subcommittee is concerned that the administra-
tion has proffered mixed goals. On the one hand, it says it wants
to be efficient and has produced a brilliant document concerned
with efficiency. On the other hand, it has undermined the credibil-

ity of that document by using numbers that changed with what ap-
peared to be other needs, beginning at 100,000 and now, going,
going, gone, we are up to 272,900. You can imagine that there is

nobody in Washington who believes that the downsizing has been
driven by efficiency.

So that, if on top of everything else layoffs occur, which point is

the exact opposite of efficiency? Because who goes is random ac-

cording to seniority and there would be great concern that this

committee simply had not been dealt with this issue forthrightly.

So is it going to be about efficiency? We are very concerned.
My next questions essentially have to do with efficiency. We are

waiting now. We see the bodies gone. We see the people doing the
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buyouts. Now, we are ready for the other shoe to fall, the shoe that

this was supposed to be all about, and that is increased efficiency

in the Federal Government.
Mr. Koskinen. Well, I think that is the right focus, and that is,

in fact, the major issue we are looking at with regard to the agen-

cies. I think I would respectfully disagree a little that there are

conflicting goals between efficiency and downsizing. Having
spent
Ms. Norton. No, efficiency and deficit reduction. I didn't say be-

tween efficiency and downsizing. In fact, the administration was
clear—it came to us with a clear notion that there were excesses

in middle management and that we had about twice as many man-
agers per employee as the private sector. It all sounded fine.

And then we asked about the number—this was before you were
in office, Mr. Koskinen. We asked about the number 100,000, and
where it came from. And nobody was ever able to give us a single

basis, a single fact, a scintilla of a fact, to document the number
100,000.
And then the number kept going up. And then, of course, the ad-

ministration lost credibility with the subcommittee and with the

committee itself on the efficiency question because it never was
able to relate the number—not the concept, but the number—to ef-

ficiency goals.

Mr. Koskinen. Yes, but then that—the 100,000 was issued be-

fore the National Performance Review completed its work. The Na-
tional Performance Review did contain an analysis that, if you

looked at the headquarters and supervisory numbers of employees

in the Government, which are over 700,000, and you looked at the

experience in the private sector that approximately half of those

employees have been eliminated in most downsizings, those layers

of review that have, in the new views of management theory, prov-

en to be unnecessary, half of that number would be 350,000, so

that the recommendation out of the NPR of 252,000 was, in effect,

a lower recommendation than the experience in the private sector.

The Congress then added another 20,000 to get to the 272,000.

But in the NPR streamlining goals of reducing headquarters

functions by 50 percent and doubling the span of control with su-

pervisors, it is clearly related to material they gathered and the

studies they made of what has happened in terms of focusing orga-

nizational structure on removing unnecessary layers. So the

252,000, now 272,000, does have a basis in analysis, and, in fact,

is lower than the experience in other institutional settings.

Ms. NORTON. Mr. Koskinen, I appreciate what you have said. It

has all the appearance of an after-the-fact rationale, if I may be en-

tirely frank with you. I would love to see how, if it is relating to

efficiency, how that spans the agencies. And if it is a gross number
that is related to efficiency it would be important to know how that

fits with various agencies.

Mr. Koskinen. I think that is right, and, in fact, we have tried

to make it clear in the OMB guidance in response to the streamlin-

ing initiatives that those goals are, in fact, rebuttable presump-

tions.

Each agency obviously has its own circumstances, its own struc-

ture, and I think it is critical that each agency's streamlining plan
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be evaluated on its own as you suggest. Because I think that is ex-

actly right. The point is to make sure that each agency is doing its

own strategic planning, its own analysis of what its needs are, its

own analysis of how it can improve its efficiency.

Ms. Norton. Now, in light of the concern with efficiency—and
Ms. Kingsbury spoke as well of these streamlining plans, we were
told from the very beginning of the hearings on buyouts, that plans

to address buyouts would be utilized in order to avoid layoffs and
that these plans would be submitted.
Then we learned that many agencies did not submit plans at all.

That really baffled us. And then, that the quality of those that

were submitted were unsatisfactory. Then agencies apparently by
June 30 were directed or redirected to submit plans. And then

OMB tells us agencies are supposed to submit revised streamlining

plans by October 3.

How many agencies have—or have any agencies yet complied

with this directive? If so, which ones?
Mr. KOSKINEN. Well, we expect that every agency will comply

with the October 3 deadline.

The information you have is correct. For some agencies, the expe-

rience this summer was that, as you would expect in a new initia-

tive of this kind, some of the agencies did very well. It is kind of

like a bell-shaped curve. Some were at one end doing very well. A
number were in the middle on the bulge of the curve struggling.

And a handful were at the other end not having made significant

progress at all.

We had meetings at the President's Management Council which
had spent the spring and summer working with the agencies in the

design of plans and the education of the agencies in providing re-

sources as to how it might be done. The PMC, in fact, has collected

a series of best practices showing exciting things that have been
done in various bureaus and agencies to achieve streamlining.

OMB made it clear in its guidance that the budgetary submis-
sions due on September 9 should include as much information as

the agencies had at that time, but in early August we also an-

nounced to the agencies they would have until October 3, pursuant
to the request of the President's Management Council to OMB, to

present their revised plans. We understand all of the agencies will

present those plans.

Last week, we spent 2 days at OMB with all of the examiners
going over the details of what constitutes an effective streamlining

plan, starting with a focus on the Agency's missions and goals and
the relationship of the plan to improved efficiency within the Agen-
cy. And we expect the agencies will submit those plans.

But also we expect, again as a part of an ongoing process, that

not all agencies will have final and complete and totally acceptable

plans, but we also expect that they will continue to work on those

plans under OMB guidance and with the President's Management
Council.
Ms. Norton. Well, so you attribute the difficulties that the agen-

cies are having are inherent in the need for changing deadlines,

and to the fact that they have not done this before?

Mr. KOSKINEN. That is correct. This is an initiative that the

agencies have not done. The agencies that by the summer were
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able to achieve reasonable amounts of success, and there were sev-

eral of those, to a large extent reflected the fact that within those
agencies they had senior leadership that had participated in these
kinds of experiences in their earlier careers.

We have spent a lot of time providing seminars and streamlining
discussions and resources. One of the reasons we collected, through
the President's Management Council, examples of best practices,

including the names and addresses and telephone numbers of those
who had led those restructuring efforts, was to try to provide the
agencies with background educational material and resources upon
which they could draw.
The Federal Quality Institute and the NPR have also been work-

ing with agency managers and personnel, and we think that the
quality of the streamlining effort and the theoretical analysis be-

hind it and the strategic planning is improving significantly.

Ms. Norton. There—one gets a kind of reinvention-of-the-wheel

notion as I hear you talk.

Here we have the Department of Defense that has been doing
buyouts for 30 years and has recent experience doing them, and all

the testimony that has come before us has been that they have con-

tinued to do them very well. It is hard to believe that agencies in

the same Government with this kind of background and experience
wouldn't have had access to this experience so that we wouldn't
have had difficulties at the threshold with streamlining plans.

To what extent has this model been, in fact, utilized by the rest

of the Government?
Mr. Koskinen. Well, I would note that the issue of buyouts does

not necessarily correlate with restructuring and streamlining, as a
general matter. As you have noted in your concerns, you could buy
out a lot of employees and do nothing about strategically

redirecting the focus and the energy of a work force in where it is

going.

Buyouts, in many cases in the private sector as well, are graceful

means of reducing the size of an employment base without nec-

essarily restructuring the operation of that base.

What we are talking about in the Vice President's initiatives and
the NPR is actually rethinking fundamentally the way agencies go
about their work. The buyouts are a useful way of dealing with em-
ployees at the front end as you begin to reduce supervisory layers

and headquarters staff, but the mere existence of a buyout program
does not guarantee you that you will appropriately address those

questions.
And that is where we are actually working with the agencies, be-

cause that is the ultimate bottom line. If we are going to, in effect,

equate restructuring and downsizing of an agency with improved
efficiencies, that will only happen if we restructure the way agen-

cies operate.
Ms. NORTON. So the difficulty, then, the agencies have had, is

with the restructuring notion?
Mr. Koskinen. That is correct. The agencies, as noted by the

other panelists, have clearly, very effectively and appropriately,

used the buyout legislation, but that by itself does not indicate

whether or not it is concomitant and part of an effective streamlin-

ing plan.
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Ms. NORTON. This committee has learned that the administration
directed agencies to prepare their streamlining plans such that 50
percent of the desired personnel cuts would be made in head-
quarter offices in the Washington metropolitan area. Is that true?
Mr. KOSKINEN. No. There has been an assumption that that was

true when the NPR talked about reducing headquarters staff by 50
percent. And a number of people, including several of the agencies,
thought that meant that you had to reduce 50 percent of the people
who happened to be sitting in a headquarters building in Washing-
ton and that was the definition.

We made it clear in the guidance from OMB that the analysis
of headquarters staff is a functional analysis, not a locational anal-
ysis, that you may have people performing supervisory and head-
quarters operations outside of Washington. Similarly, a number of
people working in Washington are not performing headquarters
functions.

Ms. Norton. You say you made that clear. Have you made that
clear in writing?
Mr. KOSKINEN. Yes.
Ms. NORTON. Could you submit a copy for the committee?
Mr. Koskinen. I would be happy to have that submitted for the

record.

Ms. Norton. Thank you.
[The information referred to follows:]
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. D.C. 20503

THE DEPUTY DIRECTOR AugUSt 19, 1994

M-94-29

MEMORANDUM FOR THE HEADS OF DEPARTMENTS AND MAJOR AGENCIES

FROM: Alice M. Puvlirrv^T*

Acting Director^

SUBJECT: Streamlining Plans

The Vice President recently reiterated the great interest of the Administration in the

development of streamlining plans and the importance of efforts to improve them. Review of

the streamlining plans will be an extremely important element of the budget process.

Many of you already have had discussions with OMB staff about your June 30

streamlining plans and the FY 1996 budget, and this dialogue with all agencies will continue.

As you know, your FY 1996 budget request is due on September 9 and must include as much

streamlining information as possible. It is especially important that your budget request contain

the full details of your plans for FY 1996 with the milestones of actions to meet the overall

workforce restructuring and FTE targets in OMB's April 21, 1994, planning guidance (attached).

To reinforce these efforts, the President's Management Council (PMC) recommitted itself

to the goal of restructuring the government and will be especially active in working with OMB
and helping agencies improve their plans in accordance with the April 21 guidance. The PMC
has committed its agencies to submit complete, improved streamlining plans to OMB not later

than October 3. These complete plans will focus greater attention on restructuring of the agency

organization and work processes and will reflect the importance of related reductions in the

number of supervisors, headquarters, and support staff, as recommended by the National

Performance Review (NPR). (The NPR's overall goals include a doubling of the span of control

of supervisors from 1:7 to 1:15 over the next five years and a decrease of 50% of those

performing headquarters functions.)

In response to the PMC's request, OMB has further refined the headquarters definitions

in Attachment D of the April 21 guidance. (Revision attached.) Those agencies that can not

meet the NPR goals in this area should address this matter in their plans. Within the context

of the April 21 FTE guidance, each agency should display the FTE reductions it will take as a

result of restructuring separately from any additions due to new Presidential investments. The

plans also will describe the relationship of the agency's restructuring to other Administration

priorities, including improved customer service.

Attachment
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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. D.C. 20503

April 21, 1994

M-94-19

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: Leon E. Panetta

Director

SUBJECT: FY 1996 Budget Planning Guidance

As agencies begin planning for the FY 1996 Budget, we face the difficult task of

developing a budget that reflects the President's priorities within the constraints of the hard

freeze mandated by the Budget Enforcement Act and the reductions in employment mandated

by the Federal Workforce Restructuring Act. Consistent with the schedule for preparing the

President's FY 1996 Budget distributed last month, preliminary planning guidance for the

FY 1996 Budget for your agency is attached.

The basis for the guidance is the outyear numbers contained in the President's FY

1995 Budget, adjusted to reflect Congressional action on some Administration proposals and

the allocation of certain allowances. It should be noted that the guidance does not reflect

additional reductions in the discretionary caps pending before the budget conference.

The attachment contains:

• discretionary budget authority and outlay levels for your agency for

FYs 1996 - 1999;

• approved FTE levels for FY 1994 and FY 1995;

• aggregate FTE guidance levels for FYs 1996-1999 that are consistent with the

Govemment-wide FTE levels established by the Federal Workforce

Restructuring Act; and

"

• the approved level of buyouts permitted for FY 1994.
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Agencies are expected to prepare FY 1996 Budget requests for discretionary budget

authority and outlays and FTE employment that do not exceed the levels specified in this

guidance. In addition, you should submit to OMB by June 30th updated streamlining plans

that describe how your agency will meet the specified FTE levels. Instructions on how to

prepare these streamlining plans are attached.

Revised guidance may be issued in July to reflect further Congressional action and

other factors. In that case, agencies will be asked to adjust their budget requests

accordingly. Guidance on the funding of mandatory programs may also be provided at a

later date.

As noted on the FY 1996 Budget preparation schedule, initial budget submissions are

due to OMB on September 9, 1994. Agency plans for FY 1995 buyouts should also be

transmitted on that date.

I know that these guidance levels are very tight. Nevertheless, I know that by

working together we can formulate a budget that maximizes funding for the President's

priority initiatives within the limited resources available.

Attachments
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STREAMLINING PLANS

In his September 11, 1993 memorandum, the President directed each agency to

prepare a streamlining plan that would show how it would restructure its work force in order

to achieve the work force reductions recommended by the National Performance Review.

The Federal Workplace Restructuring Act of 1994 places the reduction in law by setting

ceilings on Executive Branch employment for FY 1994 through FY 1999. The total FY
1999 reduction is 272,900. The Act requires OMB to monitor compliance with the ceilings,

and to impose a Government-wide hiring freeze in the event that the ceilings are not met

The Act does not impose agency-by-agency ceilings. Our goal is see that, within the

statutory ceilings, agency FTE levels are aligned with program requirements and anticipated

funding levels. On average, achieving the 272,900 reduction by FY 1999 means a further

govemment-wide reduction of 8 percent from the level in the FY 1995 Budget. However,

this reduction will not be applied uniformly to each agency.

Accordingly, and consistent with FY 1996-1999 planning guidance, each department

and agency with more than 100 FTE should prepare an updated streamlining plan that meets

the President's guidance to restructure the work force and improve customer service. Your
plan should be submitted to OMB by June 30, 1994. Specific guidance on the contents of

the plans follows in Attachments A - D.

Reducing the size of the work force by 272,900 is not an end in itself, but results

from systems and management changes recommended by the National Performance Review
to make organizations and operations more effective and responsive to their customers. We
in OMB look forward to working with you and the members of the President's Management
Council to achieve the President's goals.

Attachments
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Attachment A
GUIDANCE FOR PLANS

Plans should describe, with narrative detail and supporting tables, changes in the

structure and operations of the department or agency. Plans should include steps being taken

to create lean structures, reduce layers of bureaucracy, flatten hierarchy, stimulate high

performance practices and empower employees to serve customers with one result being

fiscal saving. Plans should also reflect actions to change the composition and skill mix of the

work force, including numbers of headquarters staff, changes in field structures, delayering,

and reductions in numbers of NPR target populations.

Streamlining plans should:

1. Be consistent with priorities in the FY 1995 Budget and FY 1996-1999 planning

guidance,

Be integrated with 1996 Budget submissions,

3. Explore every opportunity for streamlining, including simplification of administrative

processes, and elimination of certain programs. Attachment B contains a listing of

possible streamlining actions we would urge you to consider,

Project realistic work force levels. Please show, in the format illustrated in

Attachment C, by year and major program, how you would allocate FTEs through FY
1999,

Include supporting data, in the format illustrated in Attachment D, to reflect actions

which change the composition and skill mix of the work force and can be used to

measure progress toward the President's streamlining goals,

6. Provide details regarding both how and when streamlining actions will occur,

7. Describe any important assumptions, obstacles to implementation, and impact (both

positive and negative) on agency performance.
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Attachment B

POSSIBLE STREAMLINING ACTIONS

To think about streamlining in the broadest terms, the questions below suggest tools

and opportunities which may be useful. Many lend themselves to combinations with each

other; others can be applied independently.

Overall -

1. Character of the plan . Is the streamlining plan characterized by:

(a) Delegation of authority?

(b) Decentralization?

(c) Empowerment of employees to make decisions?

(d) Mechanisms to hold managers and employees responsible for results and

accountable for their performance?

Mission and functions —

2. Federal role . Does the plan address the roles of Federal, State and local government?

Has the agency attempted to re-define which level of government should have

responsibility for service delivery?

3. Mission redefinition . Can savings be made through redefinition of the mission of the

organization and restructuring of the program? Are there opportunities for savings

from inter-agency cooperation and re-alignments?

Low-priority functions . Does the plan consider eliminating operations which cannot

be readily tied to agency mission or service delivery?

Staffing levels —

5. Span of control . Does the plan consider alternatives to approximately double the

present span of control?

6. Attrition rates . Given today's attrition rates for the agency, are the assumptions in

the plan reasonable?

7. Hiring Freeze . Does the plan restrict agencies to hiring one person for every three,

four, etc. which leave the agency?
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Organizational restructuring —

8. Field structure . Can the field structure be redesigned by eliminating layers or

consolidating locations? The restructuring of USDA to create a Farm Service

Agency and consolidate field offices is the best current example.
'

9. Regional, area and district offices . Can regional, area, or district offices be

eliminated?

10. Vertical layering . Can layers of oversight be reduced, using significantly fewer

people and noticeably fewer organizational layers? Are there situations where there

are two (or more) political appointees stacked within a hierarchy? Delayering might

include systematically removing redundant layers, excessive controls and bottlenecks

in both headquarters and field organizations. An example would be to eliminate

program assistant secretary positions that layer bureau chiefs.

11. Consolidation . Are there opportunities for organizational consolidation of like or

similar functions? Consolidation should be considered where headquarters, regional

and district offices perform the same functions. For example, the Secretary of HUD
has announced plans to change all of its regional offices into field offices directly

serving the states and metropolitan areas where they are located. This streamlining

effort simultaneously reduces a level of review and gets more HUD employees closer

to their customers.

Management improvements —

12. Micromanagement . Does the plan address ways to reduce unnecessary controls and

micromanagement which now generate "red tape" and hamper efficiency in the

Federal Government?

13. Delegation and decentralization . Can central management operations be delegated to

subordinate agencies/offices?

14. Unnecessary duplication . How has the agency scrubbed its functions and activities to

eliminate unnecessary duplication?

The six federal agencies with the largest total number of field offices or

installations are: USDA - 16,982; HHS - 5,000; Justice - 2,342; Treasury

2,250; Interior - 1,700; and DOT - 1,800.
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Re-engineering —

15. Change current operations . Can the agency completely redesign work processes to

simplify methods used to deliver quality customer services? Possibilities here include

situations where levels of management (or process steps) pose significant bottlenecks

in delivering service to customers.

16. Increased flexibility . Can staff be reduced by providing subordinate managers with

the flexibility to develop alternative approaches to performing their missions?

17. Internal simplification . Does the plan propose specific measures to eliminate or

simplify the internal administrative processes?

18. Internal regulations . Does the plan take into account the elimination of not less than

50 percent of the agency's internal management regulations that pertain to its

organization, management or personnel matters.

19. Senior-level positions . Does the plan contemplate senior-level job restructurings as

current incumbents retire?

Technology —

20. Information technology . Does the plan capitalize on information technology?

Changes in technology historically drive shifts in structure and power, and the

information revolution is no different.

Effects -

21. Benefits . Does the plan seek to realize cost savings, improve the quality of

Government services, and raise the morale and productivity of the department or

agency?

22. People . How does the plan deal with the employees who will be left? Does the plan

provide for a means to ease transition for workers, whether they choose to stay with

the government, retire, or move to the private sector? How does it address their

morale? How does it deal with possible increased workloads?
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Ms. Norton. Is there evidence that the problem that was origi-

nally cited, the supervisor-to-employee ratio, is indeed being rem-
edied by the way the agencies are using their buyout and targeting

their buyout authority?

Mr. KOSKINEN. I am sorry—is there evidence that it is being lim-

ited or
Ms. Norton. Is there evidence that the supervisor-to-employee

ratio, which was the early target of the buyouts, in fact, is drawing
closer to the usual ratio in the private sector?

Mr. KOSKINEN. Yes. In other words, the goal is to double the

span of control of a supervisor or cut in half the ratio of employees
to supervisors. And we are moving in that direction, and the

buyouts are a critical part of that because, as you can tell by the

statistics provided by OPM, the people who are participating in the

buyouts are primarily older and more senior executives, and they

fit into that classification. So it is a very important classification.

Again, we have asked in the 1996 budget presentations with the

streamlining plans that the agencies discuss and particularly focus

on how their plan works toward expanding the reach and control

of the supervisory levels. We think that is working, moving in the

right direction.

Ms. Norton. You don't have any figures yet to give you any
sense that that is happening? Or is it simply the fact that they are

older employees that gives you confidence that this ratio will fall

into line?

Mr. KOSKINEN. We do not have those figures now, but in our con-

versations with the agencies this summer, it has been clear that

that is one of the goals they all understand and actually are mov-
ing toward. And we will see, as the plans are presented and as the

restructurings take place, the actual impact of that issue.

Ms. NORTON. Ms. Kingsbury, you are certainly less confident that

the management goals are indeed being achieved through the

present downsizing.
Ms. Kingsbury. Well, I am less confident that there is system-

atic strategic and work force planning that really, as was described

in theory, is grounded initially in the missions of the agencies and
deals with how best to carry out the duties and responsibilities of

those agencies. We see relatively little evidence that decisions are

being made on that basis.

We do, by the way, at least in terms of the agencies' reports, see

somewhat more specific targeting of the buyouts to, in some agen-

cies, SES level, in other agencies more frequently GM-13- to 15-

level people who are normally the supervisors in agencies. And
there is some awareness, at least in their reports to us, of the tar-

geted doubling of the supervisory ratio, but I must respectfully con-

tinue to be skeptical of the analytical basis of that as an objective.

When we have in the past looked at supervisory ratios in the pri-

vate sector there has been no consensus about what the best one
is. I think it goes to what the function of the organization is. And
I would be a lot more comfortable about this decisionmaking proc-

ess if we were seeing evidence that agencies were, in fact, thought-

fully dealing with how many supervisors they need.

If you look back over the history of government, there tends to

be cycles in these things. And I am looking forward to the potential
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of reporting to this committee a few years down the pike that we
have problems in the Government because there are too few super-
visors.

I don't know where that is going to go. I am not necessarily pre-

dicting that. But I see no real analytic basis for either the super-
visory ratio or, frankly, the 272,000 figure either.

Ms. Norton. Until that number is dealt with analytically, it re-

mains, as far as I am concerned, a number. One can always take
a number like that and find some basis for it, and I invite Mr.
Koskinen to submit to the committee as he continues to work in

this area—I know he has only recently got to the Government—

a

stronger basis.

Ms. Kingsbury, your testimony indicates that 11 of the 30 agen-
cies in your own study said that they offered their buyouts, without
specific targets, to all eligible employees.
Ms. Kingsbury. Yes, ma'am.
Ms. Norton. And that really bothers me, because that flies in

the face of efficiency restructuring. And I wonder if you could ex-

pand on that.

Ms. Kingsbury. Well, we didn't get very many details from the
agencies, and I have to acknowledge up front that when the Gen-
eral Accounting Office had a period of buyout a year ago, we also

offered it openly to everybody in the organization. But that can be
done with work-force planning. And I believe we did that.

Ms. Norton. You did it with work-force planning?
Ms. Kingsbury. We systematically offered it across the organiza-

tion, but we systematically looked at who might be likely to take
it. We systematically planned as managers for how we were going
to fill in behind those people if they did leave. We systematically
looked at the structure of our organization, and once the buyouts
went through we changed it.

Ms. Norton. Let me stop you. Why did you offer it agencywide
in the first place instead of systematically offering it where you
thought the need
Ms. Kingsbury. Well, largely it was an equity matter. It becomes

difficult in some circumstances, I think, to look at one employee
who has done a very good job, that maybe you would even really

rather they didn't leave, and say I am not going to offer this benefit

to you even if you want it.

We also have an unusual situation that our employees, most of

our work force are evaluator or in evaluator-related positions. They
are to some degree interchangeable. So we could deal with
downsizing in one function by reassigning people from another
function fairly readily.

So I think our situation may be different from some cir-

cumstances where you have specialized needs like the Federal
Aviation Administration, for example, did not offer buyouts to air

traffic controllers. I wouldn't quarrel with that for a minute. I

think that was entirely a sensible thing for them to do.

But other organizations may be able to do it, and there is some
evidence that some employees are concerned that this opportunity
is not being offered to them.
Ms. Norton. Well, I don't blame them. But what does that have

to do with efficiency and downsizing the Government?
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Ms. Kingsbury. It is a matter of how you plan it. I would argue
the planning—the important thing is to plan it.

Ms. NORTON. This is an interesting ingredient in this—in this

puzzle. The notion that some employees would like it is perfectly

understandable. Do you think that agencies are being significantly

influenced by the desires of their personnel on whether or not

buyouts should be offered, at what level and to whom?
Ms. Kingsbury. Well, if you look at the experience of the private

sector where buyouts were offered, if you look at the—or other or-

ganizations that have downsized, some concern for the morale of

the surviving work force is a factor with those organizations that
have done so successfully.

I am not saying it is the dominant concern. It certainly should
not be. The strategic mission of the organization, how they plan
their work, how they plan to conduct their business in the future,

should be the dominant concern. And I would argue, in our case it

was.
Now we have not looked at the other organizations that have

done that. I understand from our survey, for example, that the
General Services Administration has offered it broadly. You might
ask them about that later.

Ms. NORTON. Did you not offer your buyouts before general au-
thority came through?
Ms. Kingsbury. Yes, ours played through a full year ago.

Ms. NORTON. Was yours largely related to reduction in costs?

Ms. Kingsbury. Ours was a recognition of the legislative

branch's objective to downsize its work force, and we felt we had
the obligation to manage that process for our organization as well

as we could. And we sought the buyout authority specifically to do
that, and we achieved our 5-year goal with that single buyout pe-

riod.

Ms. Norton. It should be noted for the record, the Congress, in

seeking to reduce its own work force—and, of course, the GAO is

a part of this branch—certainly did not have efficiency goals in

mind. And, I think, the GAO was faced with the notion that it had
to make sure it came within certain goals.

Now, I wonder if any of you have seen any problems agencies be-

lieve they are having because of the limitations put on the buyout
authority, such as the backfill limitation and, of course, the 9-per-

cent payment for early-outers, including the cap on the amount of

the buyout. Have these limitations been a specific problem for any
agencies?
Mr. Klein. We haven't been aware of any complaints on those

from agencies.

Along the lines of your previous question, we receive numerous
contacts from both employees and agencies. We have a hotline in

our office for the buyouts, and we get about 200 calls a day. The
overwhelming complaint, if you can call it that, from employees is

that they didn't receive a buyout offer and the person in their car-

pool did. And that person was in a different bureau and the agency
had made a decision that that bureau was not going to receive an
offer and another one would.
That gives us a little bit of comfort that there is some thinking

going on about where agencies want to offer the buyouts. But the
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agencies haven't complained that the 9 percent or the paybacks
have been a problem thus far.

Mr. KOSKINEN. And I am not aware of any of those problems ei-

ther. I think that they have been able to deal with those con-

straints as part of the program.
Ms. Norton. Ms. Kingsbury?
Ms. KINGSBURY. I think they have dealt with it, but our under-

standing is that agencies would like to offer more buyouts than
they are financially able to do. And one of the financial factors is

the requirement to make the retirement contribution. If that were
not a limitation, they could offer more buyouts. And, at least, some
of them have told us that they would like to offer more than their

current financial situation permits. If that is an indicator, I would
say the limitations are having an effect.

Ms. Norton. Now, aren't there some agencies that are having a
fairly weak response to buyouts? Are all agencies having more
comers than they can use?
Mr. Klein. I think generally there is a broad range of interests

in all the agencies. Of course, some agencies don't wish to use
buyouts very broadly, because they don't see their work force de-

clining in view of their particular mission and budgetary situa-

tions. But, I think, there is a general high level of interest out
there in buyouts. And we hope that will have the effect of prevent-

ing some future reductions, if we can get that kind of interest.

Ms. Norton. So you don't anticipate that people would actually

have to go to layoffs because they couldn't find enough people who
wanted to be bought out?
Mr. Klein. I don't anticipate that. No.
Ms. Norton. Ms. Kingsbury, have you found any agency
Mr. Klein. I think there were five agencies that Ms. Kingsbury's

staff identified as possibly having a problem. But, as you know,
half the agencies haven't had their appropriations completed yet.

There is a lot of uncertainty at this point in time. I am confident

we are going to come very close to our targets with the buyouts and
normal attrition.

Ms. Norton. Ms. Kingsbury, why would agencies be contemplat-
ing the possibility of buyouts—of layoffs, if, in fact, people are en-

thusiastic about the buyout alternative?

Ms. Kingsbury. In the short period of time that we had to collect

the information for purposes of this hearing, we have not had a

chance to go back to the agencies and talk to them about the spe-

cific circumstances.
When they answered the question we asked, that it was some-

what likely, or very likely, that they would have to have reductions

in force, we are aware in one case that the problem is a set of con-

struction projects that are being totally closed down in a given loca-

tion. And that is a kind of situation which probably would not lend

itself to solution from a buyout perspective.

We intend to look much more closely between now and spring of

next year as we look at how this program plays through in total

to be able to tell you the story of those particular circumstances.

Ms. Norton. When this sort of thing has happened to DOD, with
the reauthorization of buyouts, DOD is harder in a real sense than
some of the agencies. What they do often is very specifically related
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to projects that are no longer in existence or that have been cut
back. And yet, DOD has had to do very few layoffs. Ms. Kingsbury,
to what do you attribute the success at DOD in mitigating layoffs?

Ms. Kingsbury. Well, we have not specifically looked at DOD.
We have talked occasionally to DOD officials and one of the things
that has impressed me about that, is that—DOD is a very large
agency. So in any given geographic area, if they want to reduce one
part of their function, they have taken the position of offering

buyouts in other parts of DOD that have organizations in that loca-

tion in order to facilitate the placement of people who might have
to be otherwise laid off. And my impression is that their ability to

do that across military service agency lines has helped them a lot

in avoiding layoffs.

In the nondefense area, even when there are two agencies that
are collocated in a given geographic area, there doesn't seem to be
any mechanism for that same kind of flexibility to play out.

Ms. NORTON. Is there anything inherent in the nondefense agen-
cies that would keep them from developing that kind of

Ms. Kingsbury. Cooperative arrangement?
Ms. Norton. Yes.
Ms. Kingsbury. I would have to look at the question of exactly

how the buyout authorities are authorized. I would think that that
could be coordinated through OMB.
And, in fact, if you look at the case of the Department of Edu-

cation, which is an organization that has done some considerable
planning around this, they actually went to OMB and asked for

more buyout authorities than their FTE reductions required, spe-
cifically with the objective of realigning their operations to assume
a whole new responsibility which you may recall they got this year,
to manage the direct student loan program. That is the kind of

—

and OMB was able to do that because there was some FTE offset

available in fiscal 1994 from other agencies.

Whether that can be facilitated in the future, I don't know
enough about the details to know. But there is, at least, that one
example of where that sort of thing has happened in the past.

Ms. NORTON. Mr. Koskinen, one of the challenges, that it seems
to me, you may face in light of the clear relationship you see be-

tween downsizing and restructuring is the contrast that came out
at yesterday's hearing.
Despite the fact that DOD is located all around the country like

a multinational corporation with many different facilities with the
same kind of jobs that we have in the civilian sector and extraor-

dinary diversity with jobs of the kind that span the work force in

the private sector, despite that, DOD has learned to preserve the
investment the Government makes in knowledge and training of its

employees by trying to place them on a mandatory basis.

I mean that DOD has figured out what the private sector long
ago figured out. If you got your own money and investment in an
employee and an employee is qualified and good, why in the world
give him to somebody else already trained and knowledgeable?

In the non-DOD agencies, admittedly, it is more difficult because
they are not part of the same network, but we did not hear in Mr.
Klein's testimony, and in other testimony yesterday, that the
nondefense agencies were thinking through restructuring and
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cross-utilization of their employees in the way that DOD clearly

has. And, thus, we were presented with the anomaly that DOD re-

quires its various sections, facilities and departments to offer a job

to a laid-off employee, whereas the administration opposed doing
that in the nondefense agencies.

And it looked like we had a two-tier government here, and a gov-

ernment where there are a set of privileges. If you happen to be
a computer operator or a secretary in DOD, and if you have pre-

cisely the same skills in the Department of Education, you couldn't

be assured that you would be offered the job at the EEOC even
though they need precisely what you have to offer.

So we were very concerned at the difference between the use of

our own trained personnel in half of the Government, the DOD,
and the way in which the other half regarded its obligations to it-

self to use its own employees that it has trained and its obligation

to observe its own employees, for goodness sake.

I would like to know what you think about the difference be-

tween a rule of that kind between one half of the Government and
the other half of the Government.
Mr. Koskinen. I think there is a significant difference in facili-

tating that kind of operation and mandating it across the board. I

think one of the goals of trying to make the Government more effi-

cient is to try to look at our personnel policies to make them more
productive. We have, I think, enough constraints on what agencies

can do with personnel. To add a mandatory constraint and try to

implement that across all of the wide range of civilian nondefense
agencies, I think, would create more problems than it would solve.

Ms. Norton. But not at defense agencies?
Mr. Koskinen. Pardon?
Ms. Norton. But not at defense agencies? Doesn't it create more

problems than it solves at defense agencies?
Mr. Koskinen. Defense agencies, ultimately, work in the same

structure with the same leadership with, ultimately, a lot of similar

training and mission. When you are looking at the wide range of

differences

Ms. Norton. Don't the Army and the Navy have similar training

and mission?
Mr. Koskinen. My understanding and I am not an expert on the

military, but my understanding is that the systems of command
and control

Ms. Norton. I am talking about civilian employees, Mr.
Koskinen. I am not talking about
Mr. Koskinen. I am just talking about the fact that you have to

distinguish between facilitating things and mandating them. I

think if you consider
Ms. Norton. Why do you allow them to be mandated in the De-

partment of Defense between the Air Force civilian employee and
an Army civilian employee? And have you even looked to see

whether or not you might do the same thing with other employees?
Are we just going to, out of hand, say we just don't want to even
try to do that, even though we are restructuring the Government
to make it more efficient, and even though we have invested in

these people the same way we have invested in civilian employees
at the Department of Defense?
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I don't understand this notion that off the top of our heads it

couldn't possibly be done, and off the top of our heads anybody
could see that there are differences in command structure which
makes everything happen willy-nilly there, and it couldn't possibly

happen with our agencies here, and we are not even going to try

to see if it could happen.
Mr. KOSKINEN. I don't think anybody says off the top of our head

it can't be done. I think, what we are saying off the top of our head,

that you cannot immediately make the leap that because you can,

within a single agency, mandate that there be offers made to peo-

ple who are going, that you could accomplish efficiently the same
thing by mandating it across all Government agencies.

I think your point is well taken, that we have an investment in

what I view as the very outstanding quality of Federal employees.

We put a lot of time and energy in it. Most of them are excited

about, and interested in, working for the Government. They came
to work for the Government not only to take a job, but because

they were interested in the mission of the agency that they went
to join. We ought to do whatever we can to maximize that.

In many of the agencies they are doing that in their planning.

They are, wherever available, moving—as noted, there is a sub-

stantial amount of attrition over time, and that allows agencies to

fill and move people along. I think the point is well taken, is that

they have to plan accordingly.

That is why the reduction in force, over time, of the Federal work
force of the 272,000 is over a 5-year period, so that, in fact, you can

plan. One of our obligations is to make sure that the agencies effec-

tively do that.

But, as we have noted, and I think the GAO studies have been
very good about noting, the agencies all have a number of very dif-

ferent missions, they are in very different circumstances. And, for

us to across-the-board impose lock-step rules makes it very dif-

ficult.

As you noted earlier, what we have to do is look at each agency,

see what their thoughts are, what their planning is, how they are

dealing with their work force and make sure that that is efficient.

I think we will continue to find that there are no single, univer-

sal answers that we can impose on all the agencies if we expect to

allow them to respond to their own circumstances and to utilize

their own resources. But that is not inconsistent with saying that

we should encourage them wherever possible—and, hopefully, they

will be rational enough to understand that point themselves—to

take advantage of the existing expertise, information, and loyalty

they have in their own employees.
I think that we need do that. In fact, one of the purposes of look-

ing at the way work is done is to create a more interesting and
challenging, exciting workplace for our Federal employees so that

we remove some of the obstacles to their ability to achieve their job

and their mission.

I think we can do that, but, I think, to immediately say that

what we ought to do in lock step is make an enforced, mandatory
personnel policy across all agencies is not necessarily going to

make our job easier.
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Ms. Norton. I would be the first to concede that Federal Govern-

ment is attempting in nondefense agencies what it has not done be-

fore. Indeed, buyouts are new to this part of the Government, and
there is lots of planning to be done in your own streamlining plans

and the need to work more closely with agencies so that you don't

have to set ever later deadlines to indicate that there are difficul-

ties involved in bringing these agencies along.

The fact is that it is one government, and we are about restruc-

turing government. This is the import of your own testimony, not

downsizing government but restructuring government. Part of what
we want to do is not simply make them more efficient islands unto

themselves but to make sure that that efficiency is shared through-

out the Government.
So it would seem to me that one of the purposes of downsizing

ought to be to make sure that the Government does not train peo-

ple in one agency and put them out the door in another one.

For example, if it comes to layoffs—and I am encouraged by the

testimony that has been offered that that will not, or may not, be

the case, but you can imagine how inefficient the Government looks

and how low the morale of an employee would be if we get to the

point where we have to lay off employees. At that point, your re-

structuring rationale goes completely out of the window, and we
are back to where we, frankly, have been up to until now, to meet-

ing the quotas that have been set for agencies as a part of the

budget plan through 1999.

So you could have a situation not in DOD but in the nondefense

agencies, where somebody who came to the Government, was pro-

moted within the Government, had an excellent rating, but through

layoffs and bumping lost their job.

You can tell me that, "oh, well, of course that person is going to

be hired by somebody else." I can tell you that the experience of

the Government is not like that, that often people want to hire who
they wanted to hire in the first place. There was some testimony

that there is sometimes suspicion of people who come from other

agencies, or "they don't know the culture of our agencies and the

rest of it."

But you can imagine how insane the Government looks and how
depressed an employee would be that, because of a RIF, the em-
ployee lost her job and there was no obligation anywhere in the

Government to employ that excellent employee. That is very dif-

ficult for this committee to accept as a rational way to go about re-

structuring and making the Government more efficient.

So I accept absolutely that this hasn't been done before; that if

you work across agencies that have not had communication lines

of that kind before, then they have to be developed. But, again, if

it is your goal to make the Government—to restructure the Govern-

ment, make it more efficient, all we ask is that that goal be goyern-

mentwide and that the difficulty, which I accept as inherent in it,

be taken as a challenge like the other challenges of restructuring

have been taken.

In any case, it is very hard to swallow that the most diverse

agency in the world, the DOD, can somehow learn to do it and the

rest of the Government couldn't.

We would like to ask you now about the bill.
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I have one more question for Ms. Kingsbury, however, and that
is that her testimony indicates that three of the agencies surveyed
reported that they had been actually adversely affected by buyouts
inasmuch as they had lost some of their expertise and corporate
memory and that, since the whole point here again is restructur-

ing, I would like to know what those agencies were and how that
happened. Did they not target their offers? How could that happen
in what Mr. Koskinen tells us is an effort to restructure and make
more efficient?

Ms. Kingsbury. Well, there are probably limitations to how
much I can tell you at this point in time. We asked the question
on the survey we sent to agencies: Has this affected your mission?
Three of the agencies in responding to that question said yes and
offered some additional observations, one of which I think we quote
in the testimony, about some key knowledge as being lost.

At this point, because of the short time we had to do this work,
we don't know anything more than that. As we continue to look at

this buyout, we will look much more in depth at the impact on
agency missions. It will surprise me, if only because of the
downsizing targets, if there aren't significant effects somewhere
along the line.

Ms. Norton. So the numbers—some may have to bite into the
muscle and flesh of the agency?
Ms. Kingsbury. It comes back to what the rationale for the num-

bers were. And the targets for the numbers were set in a govern-
mentwide sort of way, and there has been some reallocation

through the budget process. There has been the further complica-
tions of Congress, acting in some cases on individual agency bills,

of exempting some functions from these reductions, which, as long
as that 272,000 number is out there, puts more burden on agencies
that perhaps hadn't planned to have additional reductions. And I

think we are going to have to look at that on a case-by-case basis

in each agency.
All I can tell you today is that the three agencies—and I will get

you that information. I don't have it here. The three agencies did
tell us that. And those agencies are certainly where one of the
places that we will go in the future in order to see just what those
impacts were and how bad the disruptions were, vis-a-vis the goal
of efficiency.

Ms. Norton. I am very pleased that we have been joined by the
ranking member of this subcommittee, Mrs. Morella.
Mrs. Morella. Thank you, Madam Chair, and thanks again for

this hearing coupled with the one that we had yesterday on such
vital issues. I know that you discussed the concept of the buyout
and how it is working and then going into contracting out. I want
to pose a question on contracting out to the three distinguished
members of this panel.

I have been told that one of our newly formed agencies, corpora-

tions, has recently used more than 200 contractors to evaluate the
agency's regulations, to help with the new program, to set up the
computer system and to provide the other functions. And I find it

very difficult to comprehend the logic of the cost—justifying the
cost of bringing in these contractors from all around the country,
housing them and paying them.
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I would suggest that should any agency need extra help at any
time that they first try to get Federal employees from other agen-

cies to bridge the gap. There must be some times when these agen-

cies have the time and could loan or contract their employees to the

agency needing help.

I believe that Federal employees would better know how to

evaluate Federal programs. I wonder if all of you, or any of you,

would like to comment on that suggestion.

Mr. KOSKINEN. Well, I think, again, the point is well taken. We
ought to utilize the expertise and information we have ourselves,

whether it is by detail or short-term delegations.

As we discussed earlier, we have done that, for instance, in the

issue of streamlining plans with the President's Management
Council, trying to, in fact, develop a backlog of information of best

practices with employees and sections of agencies and departments

that can serve as examples and using those as, in effect, tutors or

consultants or resources that other agencies can draw upon. We
have had a lot of that going on. And, where it is appropriate, I

think we should do that.

On the other hand, there are going to be obviously unique times

where you want specialized expertise for a short period of time

where either it is not available at other agencies or, if it is, it is

not available because of time constraints.

So I don't think we could establish again, as we were discussing

earlier, a uniform flat rule that you have to do it across the Gov-

ernment one way or the other.

I think, on the other hand, the agencies need to try to be as effi-

cient as they can, but, ultimately, in these days of budgetary con-

straints, they obviously have their own constraints on where they

can spend the resources. We no longer have a situation where
agencies have the ability to be inefficient, because the expenditure

of $1 for one purpose now means you have $1 less for another pur-

pose.

Mrs. Morella. You know, one agency contracting 200 people at

one time sounds terribly inefficient, and maybe some accountability

could be built into the kind of flexibility they need. Wouldn't you
agree?
Mr. KOSKINEN. But you have to know whether that is 200 people

for what period of time. Is that once every 5 years, every 10 years?

Is it every year? If an agency were doing it regularly for that kind

of consulting—I don't think you can draw an example from the

pure example of 200, and I don't know what they were doing. You
may be exactly right that that was a misuse of resources, but, I

think, the fact that somebody had 200 consultants for a period of

time doing a set of resource analysis and efficiency analysis, the

agency is not on its face necessarily an unfortunate use of re-

sources.

Mrs. Morella. I just have more confidence in the Federal em-
ployees we have. I think we could pull in some of that expertise.

Any of the rest of you?
Mr. Klein. I think in the instance you mentioned I share your

concern. That if it is the automation, bringing in computer special-

ists to set up their systems, which, I think, is what you described

—
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I know we have been through an awful lot of work in that area at

OPM.
We are finding that throughout Government, with the Adminis-

tration's focus on the information highway and modernizing our op-

erations and computerizing what were paper-driven bureaucracies
in the past, that there is a real shortage of people who can do that

sort of thing in our agencies.

So it may be difficult to find people to move into another agency,
when their own agency is facing extremely tight targets in that
area. It may be that was the only option they had. I don't know
the particular situation.

But that is an area of effort going on right now that is extremely
busy, with very few qualified people available to get the work done.

Mrs. MORELLA. Ms. Kingsbury, you want to comment?
Ms. Kingsbury. I don't have anything to add to that. I don't

know anything about the particular situation that you cite.

I will say, you weren't here earlier when I remarked that we did

specifically ask agencies about the use of contractors in lieu of the
folks that were getting buyouts. And we cannot, despite persistent

reports in the press and elsewhere that that is going on—the agen-
cies say it is not, and the unions tell us that they have no specific

cases where it has happened.
We will continue to monitor that situation and look more directly

at what contracts are being let for these kinds of activities in Gov-
ernment as we continue our oversight of the buyout program. And
we will see whether or not that develops. We are aware that it is

fairly early in the process for that sort of thing to be evident yet,

and we share everybody's concern that that is not an appropriate
outcome of this process.

Mrs. Morella. Yes, because when we talk about not having the
expertise—I remember when we started with affirmative action

programs, and they said we just can't find qualified minorities or

women until they searched, until they looked into it.

I thank you. Just one final question, and that has to do with the
backfilling when you have had buyouts. Do you have a record of

whether you have then had to replace those people? Are we keep-
ing some kind of a record so we can see whether or not in the long
run we are being efficient?

Mr. Klein. Yes, ma'am. We have a record of that. The agencies
must come to OPM for any kind of a waiver on the repayment by
an employee who has taken a buyout.
We have only approved one instance in the past year, and that

was for the major forest fires that were going on in the Northwest.
The Forest Service found that some of the employees they had who
had firework as a collateral duty had retired. These employees
were not firefighters. They were in other kinds of work. The Forest
Service asked us to bring them back for a short period of time to

get the fires under control. That is the only instance we approved.
Mrs. Morella. That is the only instance? Well, good, I am glad

you are keeping track of that.

Are you going to reach the 272,000 figure? Anybody want to an-
swer—are you going to reach the 272,000 figure?
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Mr. KOSKINEN. Yes, I think we will. We will meet the goal. We
have a statutory mandate to meet that goal, so we don't have an
alternative.

Mrs. MORELLA. All right, fine. Thank you very much.
Thank you, Madam Chair.

Ms. Norton. Thank you very much, Mrs. Morella.

This is a conference report. I don't have to vote on a conference

report.

The National Performance Review assumes and links reduction

in certain personnel to efficiency. And the assumption is that when,

in fact, these employees are no longer on the Government payroll

that that is an important ingredient of the restructuring and effi-

ciency we are endeavoring to achieve.

Now, in meeting that goal, I am going to read to you two kinds

of limitations and ask each of you which do you think better meets
that goal.

One says, "the President shall take appropriate action to ensure

that there is no increase in the procurement of service contracts by
reason of the enactment of this act, except in cases in which a cost

comparison demonstrates such contracts would be to the financial

advantage of the Federal Government." You are an agency head.

That is what you read.

Now, you are an agency head, and you read, instead of that lan-

guage, "the duties and responsibilities of an individual who sepa-

rates from Government service in order to receive a voluntary sepa-

ration incentive payment under section 3 may not be performed in

whole or in part by any person under contract with the United

States."

Which of those directives is in greater conformance with linking

downsizing and efficiency? Any of you.

Mr. KOSKINEN. Lacking any volunteers, I will be happy to go

first. It is clear that the goal, as you just noted, of the restructuring

and the NPR is, in fact, to shrink not just the size of the Govern-

ment but substantially change the nature of the work and super-

visory functions. To the extent that supervisory functions are di-

minished and deleted, as a general matter you would not contract

those out. We generally don't contract out supervisory functions.

Those are inherently governmental functions. So that

Ms. Norton. Let me stop you 1 second. You are, of course, aware
that some who have supervisory grades are given grade inflation.

Given limitations that the Government has had on promoting peo-

ple and on raises, that we ourselves have put on people, that there

are people who have these grades who are not indeed—you are, in

fact, getting rid of people who are not supervisors, who have super-

visory grades?
Mr. KOSKINEN. Yes, that is yet another problem, one on another

day we need to discuss.

But, for today, the problem we have is that to the extent you

would go to the second directive, your question is whether that is

clear. It is clear. But, in fact, to make that effective, you would

have to say buyouts could only be used for people who, in fact, are

not performing work that is going to continue to be performed in

the future by the Government. Because that is the effect of what
you are doing.
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As we discussed earlier, for a lot of different reasons and a lot

of different agencies, people have offered buyouts across-the-board

for matters of equity, for matters of morale, for matters of effi-

ciency. Once you do that, it is inconsistent with saying and, there-

fore, by definition that job can never be performed again.

Because the buyouts also have to be one-to-one reductions in

FTE's. So that if you have told an agency you have got to reduce

by an FTE and, in fact, this has to be a job that goes away totally,

you have changed substantially the nature of the operation of the

buyout program.
Ms. Norton. Now, we get back to Ms. Kingsbury's point then,

because if you have got—because if, in fact, these numbers that are

related to efficiency, then, in fact, the whole point is to say that,

no, this work doesn't need to be done by the Government again,

and you shouldn't ever have to go certainly outside of the Govern-
ment to get it done again. Or do you believe

Mr. Koskinen. You are saying that we should actually—any

—

you are tying this to the buyouts, not to, in fact, restructurings of

the agencies. And, in effect, as I say
Ms. Norton. I thought the buyouts and restructuring are the

same thing. Isn't that what you testified?

Mr. Koskinen. We just talked about the fact that the buyouts
are a tool to allow you to restructure. But, as you noted, for a lot

of different reasons the buyouts, as part of the restructuring, have
been offered to people across-the-board, not necessarily just to peo-

ple in positions that are going to disappear.

Ms. Norton. But buyouts have been offered to people across-the-

board because there is a quota that you must achieve, and if you
don't achieve that quota you will have to lay off people, Mr.
Koskinen. Let's be clear.

Mr. Koskinen. You have to understand, though, what happens
is, if I offer a buyout across-the-board and someone leaves in a job

that I think needs to be performed, what a lot of agencies are

doing—and that is why the buyout has been very effective and has
kept us from having layoffs thus far in this front end—is that when
an employee in one position moves back to another position and
you have got another position you are trying to, in effect, give you
a surplus.

You then, in fact, move that surplus position to replace what the
employee did or you can deal with it that way. So, in fact, you build

flexibility into the system with the buyouts.
To the extent you want to say buyouts can only be used for posi-

tions that will not exist, then you could, in fact, say by definition

you cannot contract out that position. But that is not what we have
said with the buyouts, and, in fact, I think it is appropriate that
the buyouts for a lot of good reasons are offered across-the-board

to people who are not necessarily operating in positions that are

going to disappear under the restructuring.

Ms. Norton. But if they are not going to disappear, should they
go to contract employees? If they are not going to disappear, why
shouldn't they be done by Government employees?
Mr. Koskinen. The issue with contracting out is a very impor-

tant one, and that is why there are restrictions on the contracting
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out which is limited to those situations where it is financially more
advantageous to the Government.
Many of those cases in contracting, for instance, have turned out

to be situations—a little along the line of Congresswoman Morella's
question—where the efficiency comes because you have, in fact, a
non-full-time function or in an area where you are, in effect, going
to say what I want to do and that is part of the cost-effectiveness
is I need someone 3 months of the year, not 12 months of the year,
in this area.

If we said, well, if anyone ever once had that job as a Federal
employee and had a buyout, you could not contract out at all, you,
in effect, would force people to say then I have to keep someone 12
months a year or for a longer period of time than the special cir-

cumstances I have.
I think the concern about using contracting-out authority irra-

tionally or inconsistently is an appropriate one, but I don't think
that saying, that tying it to the use of buyouts is the way to deal
with it.

Ms. Norton. The reason this comes up, Mr. Koskinen, is the
stark difference between procurement of goods and the procure-
ment of services. The procurement of services has been an open pit.

When this administration came into power, one of the first things
it did was to note that contracting out services was totally out of
control; undocumented. We have got $105 billion in contracts out
there. You don't even know how many employees are involved.
This $105 billion has grown virtually unregulated. When the ad-

ministration came in with deficit reduction, almost no stone was
left unturned. But this $105 billion wasn't touched, even though
the administration proposed that there be no locality pay and no
raises, and the Congress had to get into the act in order to get
raises for people that were working every day.
You come from the private sector where you know that when

people do give-backs or deny people their raises, they do it for 1

year or 2. But nobody in the private sector does that year in and
year out.

What the Federal Government has done is to allow the contract
sector to grow. Those people get their raises every year. They are
built into our $105 billion.

But we looked at the record, and, if you go back 20 years, you
will find that, despite statutory authority to give raises that are
modest, because the Congress thinks through what those raises
ought to be, each and every year an administration comes in with
essentially some form of give-back. And each and every year we

—

we are trying to figure out what the raise should be.

That is why the failure of the administration to do one thing
with all this deficit reduction talk about this $105 billion while fo-

cusing in on civil servants has not sat well with this committee.
And why, therefore, an open-ended notion—well, if you think you
can do it better, that is fine. And, no—so far as we can tell, no
guidance from OMB or from OPM to make sure that this sector

doesn't simply continue to grow and indeed doesn't replace.

The fine analysis you have just given me, I would be hard put
to find out there in the agencies. I mean, if you really think that
people in the agencies are sitting out there right now thinking
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about whether to use contract employees in terms of efficiency, you

need to wander among them. They want to use contract employees

the way they have been using contract employees all along. And
without some limitation, at least administratively, what you have

done is to invite this committee, or indeed this member, to come
forward with her own bill.

Mr. Koskinen. I understand that. I think the GAO study and ex-

perience is ours. Thus far, we have not heard of any examples

where the buyout authority has been abused, the use of it, and tied

into contracting authority. If we find those abuses, we need to deal

with them. No one is in favor of that. But, thus far, we do not see

that the buyout authority is aggravating that problem.

Ms. Norton. Don't you think you have to deal with this prophy-

lactically? I mean the temptation is awfully great, Mr. Koskinen.

Mr. Koskinen. I am sorry, my only view about dealing with

things prophylactically is that part of the problem we have in our

personnel structures and our operations is that we have Govern-

mentwide sets of continual rules and greater details that, in fact,

have made it more difficult, not easier, to have agencies function

in an appropriate
Ms. Norton. Are you concerned about the $105 billion that you

all have left out there; not done a thing in 2 years about? Are you
concerned about that? You have not done anything about that. And
you say we don't need any rules to deal with possible abuse here.

Mr. Koskinen. We are concerned about all expenditures and that

they all be done appropriately and efficient

Ms. Norton. What are you doing about the $105 billion?

Mr. Koskinen. We review that as part of all the budgets that

come in.

The question you were asking me was about whether or not we
should attack this problem by that limitation on the buyouts, and
my answer is, we do not have any examples thus far of major

abuses in the buyout authority tied into this issue.

Ms. Norton. Well, both the AFGE and the NTEU have asserted

several agencies have documented about doing work in-house rath-

er than contracting the work out. The work could be done, indeed,

more cheaply.

The GAO did a study of nine agencies where it found very sig-

nificant savings that could have been made if the agency had done

the work in-house. And, in fact, the agency was paying—the GAO
found out, I think my recollection is, that in three agencies 50 per-

cent more was being paid by doing the work outside.

I mean, the notion that, well, we will deal with this when we see

a problem, when the $105 billion has not been touched and you are

doing deficit reduction that involves people's jobs and salaries on

the inside, is not a very satisfactory approach as far as we are con-

cerned.
One of the reasons we are approaching it this way is because you

all have not approached it the other way. And we see the possibil-

ity of adding to that $105 billion, because we think this is an open
invitation to do so. There are no regulations. There are no rules.

It is just that if you think I can do what remains to be done and
I happen to have some money that I can move around to do it, then

I can contract out.
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What we have—what we have desired—and I have other bills in

as well—what we prefer is for the agency to get hold—for the OMB
to get hold of this problem in a systematic way. But if your answer
to me is, we don't do anything prophylactically, we want to have
less rules and regulations, then of course you are inviting this com-
mittee to do legislatively what you have just said you do not intend

to do administratively.

Mr. Koskinen. I would like to disagree that we did not—

I

thought I specifically responded that we are concerned about the

appropriate expenditure of funds across-the-board.

Ms. Norton. But you said there are no problems yet, so why act.

Mr. Koskinen. No, I said there is no problem in the use of

buyout authority that is tied, in terms of abuses, to this issue and
that, in fact, the proposal you have made we think will unneces-

sarily restrict the use of the buyouts which expire in March, at

which point this issue may be moot.
But between now and then we think it would be, on the basis of

the way the program has worked thus far, which has worked well,

I think all of us are agreed to that extent, that to undercut the

function of the buyout authority at this time seems inappropriate.

Ms. Norton. The fact is that something inspired the OMB to

move beyond the broad limitation in the law, I am pleased to note,

and hopefully we can inspire you to monitor this matter.

In April—April 18, Mr. Panetta in his guidance to heads—to ex-

ecutive agencies, mentioned limitation on procurement of service

contracts. And as I read that language, it is virtually the same lan-

guage as the statute.

But by August 19, 1994, Alice Rivlin, as Acting Director, saw fit

to put out a special memorandum to heads of departments and
agencies in which she noted not only the limitation in the law, but

went further: "We do not expect that the work of these agencies

will simply be converted to contract performance and ask that you
exercise vigilance in complying with the provisions of section 5(g).

In those instances where conversions to contract may be appro-

priate, agencies should rely on the cost comparison requirements of

OMB Circular A-76 where applicable." What you are doing is clos-

ing in on it.

Mr. Koskinen, all I can tell you is that, while hard to document,

there is—there are concerns in the agencies that have certainly

reached us that there is contracting out going on that would re-

place people who are being bought out. And what I would hate to

see, because it is the way government always works—the way gov-

ernment always works is you wait until a problem becomes serious,

and then that is why you get rules. You get rules and regulations.

You get overregulated because government acts in response to

abuse and scandal.

So when the abuse comes, in order to show the public that we
are on top of it—we might not have been on top of it yesterday but

we are sure on top of it now; we are doing all we can; we are beat-

ing them to death now. At that point, we get overregulation.

What I am trying do is to tell you that contracting out is a favor-

ite sport in the agencies and that nothing in the world is going to

stop them from doing it, doing what they have been doing long be-

fore this administration came into power, except some stern under-
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standing that it will not be tolerated. Ms. Rivlin's August 19, very

recent directive, at least moves in that direction.

I am very concerned to hear you say, though, we haven't got any
problems yet so we are not sure we need to do anything. We are

talking here in the face of—we are talking here in the face of an
explosion in contracting out, unmonitored, virtually unmonitored

over the past 10 years, and in the face of what is probably the fast-

est growing part of the Federal budget today, and that is contract-

ing-out services.

Before all of that gets out of hand, before somebody from a union

comes in and proves that somebody has hired 50 employees over

the past 6 months to replace their employees that were bought out,

before all that happens, either you should act or the Congress

should act. That is why this bill has been put in, because we dichVt

see you all acting. So the bill was put in to make sure we wouldn't

be acting after the fact and in criticism from the public.

Mr. Koskinen. Well, I think your analysis of the process is ex-

actly right, and that is that to the extent that abuses are allowed

to continue and no action is taken you ultimately get driven to

Governmentwide responses. And I think that is correct. That is

part of the problem. And that is, that if we do not deal with abuses

of what otherwise are appropriate processes when they occur, the

net result will be, inappropriately, will be systemic actions.

One of the issues we have to do and one of the things I hope we
will be able to do across the Government is manage our processes

better so that wherever problems or abuses occur they are dealt

with as individual instances and not allowed to continue.

And my only point here is if there are abuses in the use of the

buyout authority in terms of contracting out, we ought to deal with

those. Those ought to be visible. And we ought to—in fact, that is

the reason the OMB guidance has been given.

We ought to make sure the agencies operate within the rules and
restrictions. Those agencies that cannot, have to be dealt with ac-

cordingly. And we ought not to let them continue to do that and
end up with a result for a rule that applies to everyone.

So my point is not that, No. 1, we shouldn't be alert to abuses

or, No. 2, we shouldn't deal with them. My point is only at this

juncture with regard to this particular facet of the problem we
have not had any indications, and I don't think OPM or GAO has,

of any significant abuses. If there are abuses, if people brought

those to your attention or others, we should deal with those imme-
diately.

All I was saying is, at this stage—and it does not deal with the

longer term, broader issues you are raising about contracting out

—

at this stage, with this specific issue, it seems to me appropriate

that we continue to deal with the situation as we have. We have
issued guidance, as you say. We have made it very clear to the

agencies that they are to comply. And, thus far, we don't think we
have illustrations of abuses. If there are, we should deal with

those. We should find out
Ms. Norton. How would you deal with those, Mr. Koskinen?

How would you deal with those?
Mr. Koskinen. The A-76 requirements are very clear. That an

agency that abuses the process, in effect, has to unwind all of those
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actions as it goes forward and, in fact, then will be subject obvi-

ously to greater review and constraints. Thus far, not generally

about contracting out but for the use of the buyouts, we have not
found that that is necessary.

As I say, I think the size of Government contracting out and the

$105 billion problem is a—is a large question that needs to be con-

tinued to be monitored, as I said earlier.

We are concerned, at OMB in times of financial constraints,

about all expenditures and the need to make sure they are dealt

with appropriately and it may be appropriate to look at that other-

wise. But the narrow focus here, an important focus but the narrow
one, is on the impact of the buyouts.
Ms. Norton. Yes, the problem is those problems cannot be dis-

connected. If we are dissatisfied, as certainly the Congress is, with
$105 billion, the notion that we might be adding to it certainly

links it to what is seen as an excessive amount in the first place.

That is a whole lot of money that hasn't been cut 1 cent, even
though we are in fact freely, freely cutting the raises of Govern-
ment employees each and every year.

The notion that there would not be some shared cutting here is

itself outrageous. I still can't understand it.

Ms. Kingsbury, are you familiar with the contracts that GAO
looked—the nine contracts, I think there were
Ms. Kingsbury. I am familiar with that report. I haven't looked

at it recently. But I am certainly

Ms. Norton. How do you explain the fact that agencies—how did

GAO explain the fact that agencies were contracting out for signifi-

cantly more money than the work could be done in-house? I mean
how could that possibly happen?
Ms. Kingsbury. Well, I think the problem is actually much more

fundamental than we have talked about yet here. The problem of

this contracting out, it seems to me, arises from the disconnect be-

tween decisions about how many Federal employees there should
be and decisions about what Federal agencies are funded to do.

Ms. NORTON. Go back to the efficiency question.

Ms. Kingsbury. It is partly an efficiency question, but it is also

a programmatic question. There is a correlation between the deci-

sions about the number of employees but an imperfect one.

And, as I have said earlier today, the decision to cut the Federal
Government work force yet again one more time by a certain num-
ber that is not clearly related to the cutting of Government pro-

grams or to already identified efficiencies creates a situation where
you have x number of employees and work to be done that is x plus

y. And agencies all have authority to contract out for activities. If

they have to do x plus y, they contract out.

If the number of employees is artificially constrained, as it has
been for many, many years—this is not something new to this ad-

ministration—has been for many, many years, decisions are made
to get the work done even in circumstances when if you did a cost

analysis, as some agencies that we reported on had done, it would
show that it would be less costly to do it by employees. That par-

ticular report was a request to look at any studies that we could

identify where agencies had, in fact, calculated that doing the work
in house might be less costly. We did that, and we reported on it.
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Our view coming out of that work is that these decisions ought
to be made rationally. The decision to contract out ought to be
when it is more efficient and effective to contract out. The decision

to do the work by Federal employees ought to be when it is more
efficient and effective to do it by Federal employees.
But as long as this Government is operating with a set of artifi-

cial employment ceilings, those kinds of seemingly irrational deci-

sions are made in the interests of carrying out the activities that

agencies have been charged with doing. That is the only expla-

nation I can come up with.

Ms. NORTON. Yes, that makes sense. I don't think people are sim-

ply abusing. They have work to do, and they do it, and they go to

get whoever can do it.

And all of that flies—what I am trying to say to you, Mr.
Koskinen—I keep trying to bring you back to your first principle,

which is efficiency. That there are $105 billion out there that you
all don't know anything about does not bespeak efficiency. Indeed,

an agency does not even have to do a cost analysis before contract-

ing out service work. I have a bill in to, at least, require that.

You have to do it for commercial work but not for service work.
I can't understand why it wouldn't have been required for service

work—for services as well.

It is impossible for the subcommittee to have confidence in sec-

tion 5(g) when it does not have confidence in the way in which con-

tracting out has been done in the first place, down to and including
the most elementary notion, a cost analysis.

Now, one may come back and say, look, it will cost more or less

to do it, but for other reasons we want to contract the work out.

We can understand that. But the notion that that factor wouldn't
have to be in the equation is absolutely scandalous in a govern-
ment which is insisting upon deficit reduction, downsizing, and
saving money.
So the committee is—we have a bill. We shared this with Gov-

ernment Operations. The subcommittee is very concerned about the
failure to touch or to say anything about $105 million in service

contracts.

Leon Panetta said it when he first got to Government—it was he
that started this. He said, I don't know anything about this. The
Government doesn't know anything about this. This is out of con-

trol, and we've got to get it under control.

That is the last we have heard of it. So that when it is impli-

cated, it is implicated. That is why it is in the original buyout bill.

And the failure to deal—if you want to deal with it as part of

the overall problem, please be our guest and do it soon. But it is

out there, a red flag, and if something isn't done about it soon I

predict that in the 104th Congress, having raked over every other
thing we can find, every mission, every employee, every retiree, we
will surely ourselves get to this $105 billion that is out there.

Is there any monitoring process in place by which you would
even know if the abuse—if any abuse was occurring with respect

to contracting out of services?

Mr. Koskinen. As I note, the budgets are reviewed in great de-

tail. We are starting that now. The agencies have to justify every
expenditure. They are all under substantial financial constraints.
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And I think it is unfortunate and it would be inappropriate to leave

the impression here that this particular element of the budget gets

no attention at all. It obviously gets attention in the same way that

the others do. The agencies have to come in

Ms. Norton. Mr. Koskinen, could I ask you a question? Why
wasn't it included in deficit reduction? Why was it left standing

without a single cent touched on it?

Mr. Koskinen. In terms of contracting out generally?

Ms. Norton. Yes.

Mr. Koskinen. Because contracting out is a secondary function.

If—it is a little like saying if you are not—if the contracting out,

the work that is being done, is appropriate, to simply say we are

going to do less of it is not exactly the way we are going about it.

Ms. Norton. No, Mr. Koskinen, what we did for Federal employ-

ees—the administration put in all kinds of things. They wanted to

cut annuities. It didn't say, get rid of the Federal employees alto-

gether. It said, cut annuities. It said, don't cut locality pay; do less

of a raise.

Now, it didn't have to say, don't do contracting out work. One of

the things we suggested is it say, "hey, cut your contracts by 1 per-

cent—1 little percent. Save the Government a lot of money."
I bet you that in a competitive contracting out-process if you said

to contractors you can keep this contract if you do it for 1 percent

less, as efficiently as you have been doing it, they would have cut

that 1 percent quicker than you got the words out of your mouth.

So I don't—so I do not—I don't understand why—how the Gov-

ernment could have gone around cutting everything in sight, in-

cluding missions that affected the most vulnerable people in the so-

ciety, and left these folks out here who are doing contracting with-

out any suggestions as to cuts that they might make that would
contribute to deficit reduction.

Mr. Koskinen. The agencies are under substantial constraints.

The way deficit reduction has worked as a general matter in pro-

grammatic areas has been that the agencies are, in fact, substan-

tially constrained by the way they function. They have to justify

the way they spend those resources, how they get the pro-

grammatic dollars out. That is the way it has proceeded thus far.

As I say, when those budgets come in, the agency has to justify

not only the amounts that they are spending but how they are

spending it. It is reviewed on a regular basis. It has historically not

been the way that it has been done to say that you have to—you

can only achieve your mission in one way or another.

The focus on the 272,000 is not a deficit reduction number by it-

self, and, in fact, we have spent a lot of time with the agencies and
with OMB saying that it is not a numbers exercise.

The focus of the National Performance Review was that we
should ultimately end up, as everybody from General Motors and

IBM on down has done, with a different paradigm of a manage-
ment structure. The old version, not just in the Federal Govern-

ment, but the old version 50 and 60 years ago, of what a pyramidal

and hierarchical structure should look like and how it should oper-

ate worked fine in the 1940's, 1950's, and 1960's, but just as pri-

vate sector companies have discovered, it doesn't work fine now. It
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is, in fact, overly rigid and unresponsive to the production of serv-

ices and relating with customers.
Similarly, the position is that the Federal Government needs to

adjust. It is not, in fact, a position solely designed or primarily de-

signed to say we need fewer employees.
As I have said, my concern is the same, that if we simply have

fewer employees doing the same kind of work in the same way, we
obviously will not only not be more efficient, we will be less effi-

cient.

And the challenge we have to deal with, all of us, the Congress
and the administration, with the agencies, is over the course of this

time to ensure that the streamlining plans indeed do cause us to

look again at the mission of a program, of an agency, to look at the
way we are structured to do that work and to, in fact, design that
work in the most efficient way possible.

That has gone on—it is not just the Government that is doing
this. This has been a move that is going on. You read about it in

the newspapers every day, and you have been reading about it for

the last 6 to 8 years. That is what we are driving at with, in fact,

the National Performance Review.
Ms. NORTON. Mr. Koskinen, I realize you weren't here when this

exercise started. It is very difficult, I know, to come in when the
numbers have already been set and to be asked to give the ration-

ale for everything, including the $105 billion as well. I don't mean
to pressure you in that sense.

I do mean to say, though, that you could end up with more em-
ployees and with no rationale if contracting out is seen as some-
thing that will simply be reflected in the budgets of the agencies,

will have to be justified then, and so be it. And the reason I say
so is the growth of the $105 billion has been troubling to OMB.
That is how we got alerted to it. And I think that OMB was right

to point it up.
I wanted to encourage OMB—and certainly it is not all in your

section of the agency, but I want to encourage OMB to pursue their

own radar on this issue, point it out early in the administration,
so that we are not left here with as little information as we now
have about it.

Finally, let me ask Ms. Kingsbury, do you believe that there
could be controls that could be feasible put on contracting out? Or
is this something that simply has to be left to agency discretion?

Ms. Kingsbury. You mean controls of the sort that your bill pro-

poses?
Ms. Norton. Or at this point I suppose the example that comes

to mind really comes out of the pain of last year's deficit reduction,
when, on every appropriation that went on the floor, you could ex-

pect that either we had cut from what the administration had
wanted or would cut in committee or on the floor. And one is left

with how responsibly to deal with $105 billion that is not—that is

a huge amount of money, left up there, fat in the budget uncut. It

stands out largely because it is uncut.
I mean, it occurred to Members of Congress to say everybody cut

1 percent, because we believed that that kind of efficiency any con-

tractor could bring to bear if he wanted to be competitive and keep
a contract.
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There was no way to quite do that in the process of this commit-
tee, but I would be interested in your views on whether it is fea-

sible, without hammering down agencies into other inefficiencies

and regulation, to get control of a figure like that.

Ms. Kingsbury. Well, I can report that in the aftermath of the
report that you referred to, where we looked at agency studies of
contracting out, it is our understanding now that OMB is, as a
technical matter in their regulations, now requiring that cost anal-
ysis be done for service contracts as well as for commercial con-
tracts. They have done this, and I can provide some additional in-

formation to you about this.

Our current view is that tl ey have not adequately told the agen-
cies this, that they have done it by taking out an exception to a
regulation and that agencies are not clearly aware that they are
expected to do that. If that kind of analysis is systematically done
and recorded and documented for every contract, I think then you
have a vehicle for agency managers to monitor this activity, and
that is the appropriate vehicle.

The question of how much is enough is a very big question be-
cause, again, it goes back to the heart of the matter. You fund
agencies to do a certain amount of activities. You tell them they
can only have x employees. If they have got to do y, they have got
to have some way to do it.

It is a difficult problem. We are encouraged and will, I think, be
testifying before this committee in a couple of weeks on this mat-
ter. We are encouraged that OMB is beginning to recognize that
service contracts need to be looked at with the same kind of scru-
tiny one would look at any other kind of commercial activity,

maybe more.
Ms. Norton. Thank you very much. I want to thank all of you.

We have kept you a long time.

In doing so, I do want to indicate how pleased we are, as a gen-
eral matter, with the way in which the buyout authority is being
used. We see that the morale in the Government is up.
We note that there are bumpy places, but I agree with Mr.

Koskinen on that. These agencies have never done this before and
certainly not in conjunction with restructuring and efficiency goals.

We are encouraged to believe that the present buyout authority
will, in fact, hold up and for the most part avoid layoffs. We think
it is an extremely important breakthrough for the Federal Govern-
ment, now in line with the best of the private sector.

We continue to believe that the National Performance Review is

a ground-breaking, really historic document, one of the few Govern-
ment documents that when you pick it up says—rather, speaks to

you almost immediately.
We believe that matters such as contracting out are quite ame-

nable to fixing. Our point is only to encourage it to be fixed.

We believe Mr. Koskinen has a particularly difficult job, coming
when he does not at the beginning of this process when the Gov-
ernment was trying to figure out how to do it but rather more in

the middle, to shift Government agencies that are fixed on meeting
their quota because they know that the budget will not go up and
if they don't meet their quota—and that is what it is—that they
will have to lay off people. They are fixed on that. And the Hercu-
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lean job of fixing them as well on restructuring and on efficiency

is very difficult but I agree very, very necessary.

We can't let this extraordinary opportunity to show that the Gov-
ernment can restructure itself into an efficient entity go by. And
so we must join the downsizing with the efficiency goals, and I

commend you for wanting to try what has never been tried in the

Federal Government, and I am certain that if we continue to work
together we will be successful.

Thank you very much for this very important testimony.

Panel two: Mr. Jon Seymour, Assistant Secretary for Administra-
tion, Department of Transportation; Mr. Rod McCowan, Assistant
Secretary for Human Resources and Administration, Department of

Education; Mr. Timothy Dirks, Deputy Assistant Secretary for

Human Resources, Department of Energy; Ms. Teresa Trujeque, I

think, Deputy Assistant Secretary for Human Resources, Depart-
ment of Interior.

I apologize to panel two that we have kept you so long. This is

our first hearing on buyouts and involved a hearing on a bill as

well. Excuse me. You may proceed in any order that you are com-
fortable with.

STATEMENTS OF HON. JON H. SEYMOUR, ASSISTANT SEC-
RETARY FOR ADMINISTRATION, DEPARTMENT OF TRANS-
PORTATION; HON. ROD McCOWAN, ASSISTANT SECRETARY
FOR HUMAN RESOURCE AND ADMINISTRATION, DEPART-
MENT OF EDUCATION; TIMOTHY M. DIRKS, DEPUTY ASSIST-
ANT SECRETARY FOR HUMAN RESOURCES, DEPARTMENT
OF ENERGY; AND THERESA TRUJEQUE, DEPUTY ASSISTANT
SECRETARY FOR HUMAN RESOURCES, DEPARTMENT OF
THE INTERIOR

Mr. Seymour. I am not sure I want this seat, Madam Chair, but
I have got it.

I am Jon Seymour from the Department of Transportation. I am
the Assistant Secretary for Administration. And we thank you for

the opportunity to come and testify today on the Governmentwide
buyout program and H.R. 4488.
The first phase of DOT's own experience on the use of the Vol-

untary Separation Incentive Program or buyouts has been working
very effectively. DOT has reduced the number of employees
through buyouts by over 2,700.

In our organization, we gave significant flexibility to administer
buyouts to each of our operating administrations and to component
offices in our Office of the Secretary. Each organization prepared
plans which were reviewed by the Deputy Secretary and tailored

to its particular budget projections and work-force characteristics.

The operating administrations followed these plans to downsize
but also to protect critical functions, especially those involving safe-

ty and direct service to the public; to continue to ensure that work-
force diversity objectives and accomplishments are met; to empha-
size administrative, headquarters, and supervisory functions for re-

ductions; and, generally, to begin restructuring into more efficient

organizational configurations consistent with the National Perform-
ance Review recommendations.
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We believe we have had such success in using buyouts during the

last several months that we are currently planning another round

for fiscal year 1995. We will again plan the use of this authority

very carefully to be sure that key functions are staffed effectively

while we become smaller and more efficient.

We view buyouts as a valuable tool that allows employees to sep-

arate voluntarily rather than through reductions in force, or RIF's,

which, as you have already mentioned, are costly, time-consuming,

damaging to morale, and generally ineffective as a tool for reor-

ganizing and filling jobs—in short, we believe highly counter-

productive.

We have found that the majority of employees who separated

through buyouts did so to take advantage of retirement benefits

they might not have used at this point without the buyout incen-

tive. As a result, there were far more senior, relatively high-pay

employees separating than if we had used RIF procedures. RIF al-

most always results in a disproportionate number of more junior

employees separating involuntarily.

With regard to H.R. 4488, which would prohibit an agency from

contracting out in whole or in part the duties and responsibilities

of an individual who separates from the Government in order to re-

ceive a buyout, our concern is that it may be so comprehensive that

it could deter cost savings and streamlining opportunities.

The contracting restriction now contained in Public Law 103-226

requires a decrease in cost before function can be considered for

contracting out, thus providing the flexibility to review cost-saving

opportunities in conjunction with appropriate bargaining unit rep-

resentatives on a case-by-case basis. We believe this flexibility is

beneficial and should be maintained.

And, Madam Chair, I might add, in view of this morning's dis-

cussion, we have not experienced any contracting out as a result

of buyouts to date.

Our Deputy Secretary issued a memorandum to the heads of or-

ganizations in DOT last June citing the provisions of 5(g), empha-

sizing the requirement for cost comparisons, referencing A-106 and

our own internal guidance as a means for doing those comparisons.

I think it is consistent with the kind of guidance you mentioned

that the Deputy Director of OMB had issued recently.

As we have done throughout the buyout program, we plan to con-

tinue working closely with our unions as we strive to streamline

the agency and look for ways to improve the quality of our service

to the American people.

Thank you for the opportunity to provide this testimony. I am
prepared when our colleagues are done to answer any questions

you might have.

Ms. NORTON. Thank you, Mr. Seymour.
[The prepared statement of Mr. Seymour follows:]

Prepared Statement of Jon H. Seymour, Assistant Secretary for

Administration, Department of Transportation

Madam Chair and Members of the Subcommittee, thank you for providing the De-

partment of Transportation this opportunity to testify on the operation of the Gov-

ernmentwide buyout program under the Federal Workforce Restructuring Act of

1994, and on H.R. 4488.
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The first phase of the Department of Transportation's use of the voluntary separa-

tion incentive program or buyouts is working very effectively. The Department has
reduced the number of DOT employees by over 2,700. In DOT, we gave significant

flexibility to administer buyouts to each of* the operating administrations and offices

in the Office of the Secretary. Each organization prepared plans which were re-

viewed by the Deputy Secretary and tailored to its particular budget projections and
work-force characteristics. The operating administrations followed these plans to

downsize, but also to: Protect critical functions, especially those involving safety and
direct service to the public; continue to ensure that work-force diversity objectives

and accomplishments are met; emphasize administrative, headquarters, and super-

visory functions for reductions; and begin restructuring into more efficient organiza-

tional configurations consistent with the national performance review.

We had such success in using buyouts during the last several months that we are

currently planning another round of buyouts for fiscal year 1995. We will again plan

the use of this buyout authority very carefully to be sure that key functions are

staffed effectively while we become smaller and more efficient.

We view buyouts as a valuable tool that allows employees to separate voluntarily

rather than through reductions-in-force [RIF] which are costly, time consuming,
damaging to morale, and ineffective as a tool for reorganizing and filling jobs—in

short, highly counterproductive. We have found that the majority of employees who
separated did so to take advantage of retirement benefits they might not have used
at this point without the buyout incentive. As a result, there were far more senior,

relatively high-paid employees separating than we would have expected using RIF
procedures. RIF almost always results in a disproportionate number of more junior

employees separating involuntarily.

H.R. 4488, which would prohibit an agency from contracting out, in whole or in

part, the duties and responsibilities of an individual who separates from the Govern-
ment in order to receive a buyout, is so comprehensive that it may deter cost-sav-

ings and streamlining opportunities. The contracting restriction now contained in

Public Law 103-226 requires a decrease in cost before a function can be considered

for contracting out, thus providing the flexibility to review cost-saving opportunities

in conjunction with appropriate bargaining unit representatives on a case-by-case

basis. We believe this flexibility is beneficial and should be maintained.
As we have done throughout the buyout program, we plan to continue working

closely with our unions as we strive to streamline the agency and look for ways to

improve our quality of service to the American people.

This concludes my prepared statement. I would be pleased to answer any ques-

tions that the subcommittee may have.

Mr. McCowan. I am Rod McCowan from the Department of Edu-
cation.

Thank you, Madam Chair, for the opportunity to testify before

you about our plans and experience with the Department of Edu-
cation's Voluntary Separation Incentive Program, authorized under
the Federal Workforce Restructuring Act. On behalf of the Depart-
ment of Education, I would like to thank you and the subcommittee
for your work in passing this important legislation.

The Department of Education Voluntary Separation Incentive

Program, commonly referred to as the buyout program, represents
an important element of the management initiatives we have un-
dertaken to meet critical mission objectives.

The responsibilities of the Department of Education have grown
tremendously. As you know, this Congress and this administration
have worked together to enact an ambitious and comprehensive
agenda for the Nation's education system. President Clinton has
signed into law the Student Loan Reform Act, which establishes

the new direct lending program, the Goals 2000 Educate America
Act and the School to Work Opportunities Act.

Furthermore, the House and Senate are currently in conference
on the Improving America's Schools Act, legislation reauthorizing
the Elementary and Secondary Education Act.
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These new initiatives, designed to expand educational opportuni-

ties for students in States and communities across the country and
to help them reach high academic and occupational skill standards,

constitute a serious bipartisan commitment to learning, and they

challenge all of us at the Department of Education to operate in

the most effective and efficient manner possible to carry out our

new and continuing responsibilities. The buyout program has

played an important role in helping us to meet that challenge.

Since the very beginning of this administration, Secretary Riley

and Deputy Secretary Kunin have worked to reinvent the Depart-

ment into a streamlined, results-oriented and customer-focused

agency in which all employees are respected and valued. The Sec-

retary and Deputy Secretary have worked hard to create such an
environment at the Department.
Our reinvention strategy is designed to create a more effective

organization that has fewer layers, is more responsive to our cus-

tomers and empowers frontline workers. The buyout program has

helped us in our effort to create a better organization.

I am very proud of the manner in which the Department has

used the buyout authority. I believe we have been sensitive to our

employees, to the people who are served by our programs and to

the taxpayers.
In developing plans for the buyout, we entered into an early

partnership with our union, AFGE Council 252. More than 6

months before we made the buyout offer, we surveyed 1,400 eligible

employees. We listened carefully when hundreds of our employees

contacted senior leadership of the Department to request participa-

tion in the buyout, and we decided to make the voluntary separa-

tion incentives available to all employees.

The buyouts were made available between April 29 and May 13,

1994. Three hundred ninty-two employees accepted the buyout

offer.

We believe the buyout program has been a success. The process

was fair to employees. It was also the source of significant budg-

etary savings. Net savings for 1994 and 1995 will be $5.7 million,

following a cost of $1.7 million in 1994 and a savings of $7.4 mil-

lion in 1995.

Savings result from a combination of forgone salaries and bene-

fits and the difference between the salaries of retired employees

and the lower-paid employees who are hired in another part of the

Department. The General Accounting Office, which was asked by

the House Appropriations Committee to review our buyout process,

concluded that we had effectively complied with all the require-

ments of the Federal Workforce Restructuring Act.

Because of the positive experience with the program, the Depart-

ment plans to offer a smaller and more selective buyout later this

fall. Whereas last spring employees at all grade levels could partici-

pate, we anticipate limiting this next phase of buyouts to higher-

grade supervisors and managers. Our aim is to reduce managerial

layers, increase employee/supervisor ratios and open up opportuni-

ties for diversity among management positions.

Madam Chair, as the Department of Education moves on to its

next phase of buyouts, I believe the voluntary separation incentives

process is demonstrating its usefulness in many ways. It creates
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opportunities to hire employees with different skills and abilities;

it enables the Department to achieve a more diverse work force; it

provides a means for departure from service that is less traumatic
for the employee and less stressful for the organization than reduc-

tions in force; and it helps the Department to streamline operations

and meet the important responsibilities we have been given.

In short, the buyout program will continue to be beneficial to the
Department. I welcome the subcommittee's attention to this sub-

ject, and I would be pleased to answer any questions you have.

Thank you.
Ms. Norton. Thank you, Mr. McCowan.
[The prepared statement of Mr. McCowan follows:]

Prepared Statement of Rod McCowan, Assistant Secretary for Human
Resource and Administration, Department of Education

Thank you, Madam Chair and Members of the Subcommittee, for the opportunity

to testify before you about our plans and experience with the Department of Edu-
cation's voluntary separation incentive program, authorized under the Federal
Workforce Restructuring Act. On behalf of the Department of Education, I would
like to thank you and the Subcommittee for your work in passing this important
legislation.

The Department of Education's voluntary separation incentive program—com-
monly referred to as the "buyout" program—represents an important element of the
management initiatives we have undertaken to meet critical mission objectives. The
responsibilities of the Department of Education have grown tremendously. As you
know, this Congress and this Administration have worked together to enact an am-
bitious and comprehensive agenda for the Nation's education system. President
Clinton has signed into law the Student Loan Reform Act, which establishes the
new direct lending program; the Goals 2000: Educate America Act, and the School-

to-Work Opportunities Act. Furthermore, the House and the Senate are currently

in conference on the Improving America's Schools Act, legislation reauthorizing the
Elementary and Secondary Education Act.

These new initiatives—designed to expand educational opportunities for students
in states and communities across the country and to help them reach high academic
and occupational skill standards—constitute a serious, bipartisan commitment to

learning. And they challenge all of us at the Department of Education to operate
in the most effective and efficient manner possible to carry out our new and continu-

ing responsibilities. The buyout program has played an important role in helping
us meet that challenge.

Since the very beginning of this Administration, Secretary Riley and Deputy Sec-

retary Kunin have worked to reinvent the Department into a streamlined, results-

oriented and customer-focused agency in which all employees are respected and val-

ued. The Secretary and Deputy Secretary have worked hard to create such an envi-

ronment at the Department.
Our reinvention strategy is designed to create a more effective organization that

has fewer layers, is more responsive to our customers, and empowers front-line

workers. The buyout program has helped us in our effort to create a better organiza-
tion. I am very proud of the manner in which the Department has used the buyout
authority. I believe we have been sensitive to our employees, to the people who are
served by our programs, and to the taxpayers.

In developing plans for the buyout, we entered into an early partnership with our
union, AFGE Council 252. More than six months before we made the buyout offer,

we surveyed 1,400 eligible employees. We listened carefully when hundreds of our
employees contacted senior leadership of the Department to request participation in

the buyout and we decided to make the voluntary separation incentives available

to all employees. The buyouts were made available between April 29 and May 13,

1994. Three hundred ninety-two employees accepted the buyout offer.

We believe the buyout program has been a success. The process was fair to our
employees. It was also the source of significant budgetary savings. Net savings for

1994 and 1995 will be $5.7 million, following a cost of $1.7 million in 1994 and a
savings of $7.4 million in 1995. Savings result from a combination of foregone sala-

ries and benefits, and the difference between the salaries of retired employees and
the lower paid employees who are hired in another part of the Department. The
General Accounting Office, which was asked by the House Appropriations Commit-
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tee to review our buyout process, concluded that we had effectively complied with

all the requirements of the Federal Workforce Restructuring Act.

Because of the positive experience with the program, the Department plans to

offer a smaller and more selective buyout later this fall. Whereas last spring em-

ployees at all grade levels could participate, we anticipate limiting this next phase

of buyouts to higher graded supervisors and managers. Our aim is to reduce mana-

gerial layers, increase employee/supervisor ratios, and open up opportunities for di-

versity among management positions.

Madam Chair, as the Department of Education moves to its next phase of

buyouts, I believe the voluntary separation incentives process is demonstrating its

usefulness in many ways: It creates opportunities to hire employees with different

skills and abilities; it enables the Department to achieve a more diverse workforce;

it provides a means for departure from service that is less traumatic for the em-

ployee and less stressful for the organization than reductions-in-force; and it helps

the Department to streamline operations and meet the important responsibilities we
have been given.

In short, the buyout program will continue to be beneficial to the Department. I

welcome the Subcommittee's attention to this subject and I would be pleased to an-

swer any questions you have. Thank you.

Ms. Norton. Now we go to Mr. Dirks.

Mr. Dirks. Thank you, Madam Chair. It is my pleasure to ap-

pear today to discuss the Department of Energy's use of buyouts

under the Federal Workforce Restructuring Act of 1994.

The Department of Energy has testified twice before this body

during the shaping and passage of the buyout legislation. At those

times we presented the Department's need for the legislation as a

tool for work-force rightsizing and restructuring.

The Department is now in the process of implementing rec-

ommendations of the administration's National Performance Re-

view. This includes initiatives such as work-force streamlining,

rightsizing, deregulation, reducing internal directives, reducing the

ratio of supervisors and managers to employees, and shifting re-

sources from headquarters oversight and control functions to front-

line jobs that serve the public.

These important changes are being aided by our targeted buyout

program. Because of major changes in our missions and priorities,

as well as our implementation of the National Performance Review,

the Department's work force is experiencing skills imbalances. For

example, in some organizations, we are identifying excess staff in

occupations such as nuclear engineers, general engineers, security

officers, supervisors and managers, as well as positions in fields

such as accounting, budget, personnel, acquisition, and manage-

ment analysis. At the same time, we find that we have a shortage

of necessary skills in our expanding mission areas such as environ-

mental management and cleanup, energy conservation, and tech-

nology transfer.

Buyout authority properly targeted toward downsizing organiza-

tions and functions and selected occupational areas is giving the

Department the flexibility to improve the skill mix of our workforce

consistent with our evolving missions and program priorities.

In addition, the buyout incentive is being used to produce em-

ployment levels consistent with assigned staffing allocations, re-

duce or eliminate the need for reductions in force, preserve and

promote workforce diversity.

By the end of fiscal year 1994, the Department of Energy will

have offered approximately 600 buyouts. The Bonneville Power Ad-

ministration will have offered approximately 240 of these buyouts
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to support its goals as a Government reinvention laboratory. As an
example of reinvention, buyouts have allowed the Bonneville Power
Administration to implement a new organization structure that is

more customer focused and with significantly fewer employees.
The remainder of the Department will offer approximately 360

buyouts with about two-thirds of the buyouts being offered to em-
ployees in grades 14 and above. In addition, over 70 percent of all

buyouts have been offered in organizations that have been identi-

fied by the Department for staff reductions due to mission and pro-

gram priority changes.
Concerning H.R. 4488, the Department notes that the current

buyout legislation already requires the assurances that there be no
increase in agencies' procurement of service contracts as a result

of providing buyouts. An exception to this is a cost comparison
which demonstrates that such contracts would be to the financial

advantage of the Government.
The Department believes that this existing flexibility is appro-

priate and I might add, as did Mr. Seymour, that a recent survey
that we conducted at the Department indicated to us that we have
not let or established any contracts behind individuals who have
taken buyouts. The Department of Energy continues to believe that
the benefits from the authorities contained in the Workforce Re-
structuring Act of 1994 will aid us in our rightsizing and restruc-

turing efforts.

I will be pleased to answer any questions you might have and
thank you for the opportunity to appear before this committee.
Ms. Norton. Thank you, Mr. Dirks.

[The prepared statement of Mr. Dirks follows:]

Prepared Statement of Timothy M. Dirks, Deputy Assistant Secretary for
Human Resources, Department of Energy

Madam Chair and Members of the Subcommittee, it is my pleasure to appear
today to discuss the Department of Energy's use of buyouts under the "Federal
Work Force Restructuring Act of 1994" (P.L. 103-226) and to provide views on H.R.
4488, a proposed amendment to that Act. In this regard, I also appreciate the oppor-
tunity to share information on the Department of Energy's work force rightsizing

and restructuring activities and the importance of the "Federal Workforce Restruc-
turing Act of 1994" to accomplishing these objectives in a timely and effective man-
ner.

BACKGROUND

The Department of Energy has testified twice before this body during the shaping
and passage of the "Federal Workforce Restructuring Act of 1994", on October 19,

1993 and again on February 1, 1994. We presented the Department of Energy's
need for the legislation as a tool for accomplishing major changes in the Depart-
ment's missions and program priorities, as a tool for implementing recommenda-
tions of the National Performance Review, and as a tool for use in correcting skill

mix problems.

CHANGING MISSIONS AND PROGRAM PRIORITIES AT THE DEPARTMENT

Prior to the collapse of the Soviet Union, the Department's primary mission in-

volved activities associated with defense-based cold war energy programs. We are
currently involved in a major shift of priorities with a focus on environmental clean-

up, improved energy conservation, development of alternative energy sources, tech-
nology transfer, and increased safety and health at Department of Energy sites.

Buyouts are helping facilitate these shifts in mission.
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IMPLEMENTATION OF NATIONAL PERFORMANCE REVIEW GOALS

We are in the process of implementing recommendations of the Administration's

National Performance Review. This includes initiatives such as workforce streamlin-

ing, deregulation, reducing internal directives, reducing the ratio of supervisors and

managers to employees, shifting resources from Headquarters oversight/control posi-

tions to front line jobs that serve the public. These important changes, which are

being aided by our targeted buyout program, need to be continued in order to make
the Department of Energy more cost-effective and responsive to our customers.

ADDRESSING SKILLS MDC IMBALANCES

Because of the major changes in missions and priorities as well as our implemen-

tation of the National Performance Review, the Department's work force is experi-

encing skills imbalances. For example, in some organizations we are identifying ex-

cess staff in occupations such as Nuclear Engineer, General Engineer, Security Offi-

cers, Supervisors and Managers as well as positions in the fields of Accounting,

Budget, Personnel, Acquisition, and Management Analysis. At the same time, we
have a shortage of necessary skills in our expanding mission areas such as Environ-

mental Management and Cleanup, Energy Conservation, Technology Transfer,

Health Physics, Isotope Production, Radiological Assessment, Cost Estimation and

Project Scheduling. Thus, buyout authority, properly targeted towards downsizing

organizations and selected occupational areas, is critical to giving the Department

the flexibility to address the need to "staff-up" with new and optimum skills to

match our evolving missions and program priorities.

OTHER KEY WORK FORCE RIGHTSIZING AND RESTRUCTURING OBJECTIVES

In addition to the above-stated goals of the buyout program, the Departmentwide

plan specifies that this incentive will be used to reduce employment levels consist-

ent with assigned staffing allocations, reduce or eliminate the need for involuntary

separation actions (i.e., reduction-in-force), and promote work force diversity.

GOALS OF BUYOUT AUTHORITY USAGE IN FISCAL YEARS 1994 AND 1995

Implementation of the Act in the Department of Energy included establishing pri-

orities for use of voluntary separation incentive pay (buyouts) for FY 1994. Priority

for FY 1994 buyout use has been given to specific program areas that need to reduce

staffing levels, as well as reduction in higher graded and supervisory and manage-

rial positions consistent with the goals of the National Performance Review. We
have set as our tentative priorities for use of FY 1995 buyouts further reductions

of staff in specific downsizing program areas and further addressing of the above-

mentioned skills-mix problems caused by major shifts in the Department's missions

and program priorities.

USE OF BUYOUT AUTHORITY IN FISCAL YEAR 1994

By the end of FY 1994, the Department of Energy will have offered approximately

600 buyouts. The Bonneville Power Administration will offer approximately 240 of

these buyouts to support its goals as a Government reinvention laboratory. As an

example of reinvention, buyouts have allowed the Bonneville Power Administration

to implement a new organization structure that is more customer focused with fewer

layers of authority, and with significantly fewer employees. The remainder of the

Department will offer approximately 360 buyouts with about 78 percent of the

buyouts being offered to employees in grades 14 and above. In addition, over 40 per-

cent of buyouts offered are going to employees in occupations targeted for reduction

by the National Performance Review and over 70 percent have been offered in orga-

nizations that have been identified by the Department for staff reductions due to

mission and priority changes.

Buyouts should also help the Department achieve a more diverse work iorce in

line with Secretary O'Leary's goals. In this regard, most of the buyouts being au-

thorized are for long-time workers eligible for early or optional retirement. The sep-

arations of these employees are creating opportunities to improve diversity. On the

other hand, low attrition rates and/or reduction-in-force (resulting from an absence

of buyout authority) would adversely impact diversity, particularly affecting recent

hires.

EXPECTED USE OF BUYOUT AUTHORITY IN FISCAL YEAR 1995

The Department obtained approval to offer up to 600 buyouts in FY 1994 and

we intend to fully utilize the allocation. Plans to offer additional buyouts in Fiscal
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Year 1995 are crucial to continuation of Departmental initiatives to streamline and
reengineer its workforce and work processes, meet National Performance Review
goals, and restructure and rightsize its workforce to address skills mix imbalances,

to achieve reduced staffing levels in downsizing program areas, and to enhance
workforce diversity.

VIEWS ON H.R. 4488

The Department of Energy notes that H.R. 4488 would amend the Workforce Re-
structuring Act of 1994 to provide that the duties performed by individuals separat-

ing from Government service via buyouts may not be performed in whole or in part,

by any person under contract with the United States. However, the Department
notes that the current legislation already requires the President to ensure that

there is no increase in agencies' procurement of service contracts as a result of pro-

viding buyouts. An exemption to this is a cost comparison which demonstrates such
contracts would be to the financial advantage of the Government. In addition, cur-

rent law requires that an employee who separates with a buyout and becomes reem-
ployed by the Federal government within 5 years, either in an agency or under a
personal services contract, must repay the entire amount of the incentive.

CONCLUSION

The Department of Energy continues to benefit from the authorities contained in

the Workforce Restructuring Act of 1994. This legislation has proved to be impor-
tant to our success in reinventing and rightsizing the Department.

Ms. Norton. Ms. Trujeque.
Ms. Trujeque. Madam Chair. Thank you for providing me the

opportunity to testify on the operation of the governmentwide
buyout program under the Federal Restructuring Act of 1994 and
on H.R. 4488.
The buyout program has been particularly useful to the Depart-

ment of the Interior. Interior's streamlining strategies are fully in

keeping with the kinds of investments the President called for

when he took office, and are aimed at strengthening our efforts in

program areas such as park rangers protecting the safety of the
visiting public, biologists protecting wildlife, teachers at Indian
schools, and scientists predicting earthquakes.
The goals of our rightsizing efforts will improve the efficiency of

delayering organizations and reducing program oversight positions,

thereby empowering managers and employees who deal directly

with our customers every day. Without the use of buyouts, initial

implementation of our streamlining plan would have required the

use of a reduction in force.

Reduction in force has—as you know, has proven to be a costly

alternative. When I say "costly," I am not merely referring to the

monetary costs of RIF's. Morale suffers significantly and the impact
on minorities and women is considerable. The impact on minorities

and women is especially difficult when one of Interior's major goals

is to create a more diverse work force.

The Voluntary Separation Incentive Program allowed us the

flexibility to tailor our buyout program to our rightsizing goals.

Each of our 10 bureaus designed their own buyout programs cus-

tomized to fit their individual reinvention efforts. This would not

have been possible under RIF. Interior's initial buyout program re-

sulted in applications from 3,850 employees. We were able to ap-

prove the applications of 3,086. While our program was also open
to the entire employee population, our primary targets were em-
ployees in the Senior Executive Service, GS-15 and GS-14 posi-

tions, and also those employees in the NPR targeted positions

—

personnel, budget, and procurement.

84-132 0-94-3
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We have begun another Voluntary Separation Incentive Program
offering for fiscal year 1995 and anticipate the extensive use of

buyouts throughout our bureaus, again using customized programs
to meet rightsizing goals.

As regards H.R. 4488, which would prohibit an agency from con-
tracting out in whole or in part the duties previously performed by
an employee who separated from government service upon receiv-

ing a buyout. While we have no plans to contract out and have not
contracted out any of the positions which we have bought out, we
believe, however, that decisions on the most cost-effective and effi-

cient means of getting work accomplished are best determined
within the individual agencies acting in partnership with their

unions.
Interior has an active departmental labor-management partner-

ship, and we feel that operational decisions of this type are best
dealt with through this process.

This concludes my prepared statement, and I will be pleased to

answer any questions.
[The prepared statement of Ms. Trujeque follows:]

Prepared Statement of Theresa Trujeque, Deputy Assistant Secretary for
Human Resources, Department of the Interior

Madam Chair and Members of the subcommittee, thank you for providing me
with the opportunity to testify on the operation of the government-wide buyout pro-

gram under the Federal Restructuring Act of 1994, and on H.R. 4488.
The buyout program has been particularly useful to our department. Interior's

streamlining strategies are fully in keeping with the kinds of investments the Presi-

dent called for when he took office and are aimed at strengthening our efforts in

program areas: Park Rangers Ensuring the Safety of the Visiting Public, Biologists

Protecting Wildlife, Teachers at Indian Schools, Scientists Predicting Earthquakes,
and Inspectors and Auditors Examining Thousands of Leases.
The goals of our rightsizing efforts will improve efficiency by delayering organiza-

tions and reducing program oversight positions, thereby empowering managers and
employees who deal directly with our customers everyday. Without the use of

buyout, initial implementation of our streamlining plan would have required the use
of reduction in force.

Reduction in force has proven to be a costly alternative. When I say costly I am
not merely referring to the monetary costs of RIF. Morale suffers significantly and
the impact on minorities and women is considerable. The impact on minorities and
women is especially difficult when we are trying to create a diverse workforce.

The Voluntary Separation Incentive Program (VSIP) allowed us the flexibility to

tailor our buyout program to our rightsizing goals. Each of our 10 bureaus designed
their own buyout program customized to fit their individual reinvention efforts. This
would not have been possible under RIF.

Interior's initial buyout program resulted in applications from 3,850 employees.
We were able to approve the applications of 3,086. The Department's buyout pro-

gram was open to all employees, with the exception of non career SES and schedule

C positions and some auditors and park police. While the program was open to al-

most the entire employee population, our primary targets were senior level positions

i.e. SES, GS-15 and GS-14 positions, supervisors and managers, and employees in

occupations that will be affected by national performance review recommendations
that will reengineer personnel, procurement, budget, etc.

We have begun another VSIP offering and anticipate the extensive use of buyouts
throughout our bureaus, again using customized programs to meet rightsizing goals.

HR 4488 would prohibit an agency from contracting out, in whole or in part, the

duties previously performed by an employee who separated from government service

upon receiving such a buyout. Decisions on the most cost effective and efficient

means of getting work accomplished are best determined within the individual agen-

cies acting in partnership with their unions. Interior has an active departmental
labor management partnership and we feel that operational decisions of this type

are best dealt with through this process.

This concludes my prepared statement. I will be pleased to answer questions.



63

Ms. Norton. Thank you.

Do any of you anticipate the need for RIF's in the coming fiscal

year?
Ms. TRUJEQUE. We do not in the Department of the Interior. We

believe the buyout will assist us without having to go through
RIF's.

Mr. Dirks. Nor do we at the Department of Energy.
Mr. McCowan. Nor do we at the Department of Education.
Mr. Seymour. Nor DOT.
Ms. NORTON. There was some testimony—Mr. McCowan, I be-

lieve you testified that your first offer of buyouts was to all employ-
ees and your next will be limited. Why did you offer to all employ-
ees the first time and why are you limiting it to upper-level em-
ployees in the coming period?

Mr. McCowan. The first buyout was offered to all employees be-

cause—for two reasons, both related to equity. First, we did in fact

survey the eligible employees prior to offering the buyout and
found that there was a great desire amongst those employees to

participate at all levels. Second, from the beginning, we worked in

partnership with our union and agreed with them that it was im-
portant to be sensitive to employees' desires at all levels to have
an opportunity to take advantage of the buyout. As a result, we de-

cided that there was no reason for us not to make it more broadly
available and did so.

In terms of offering a second buyout, however, we are now trying

to concentrate on the goal of delayering the organization and in-

creasing the span and control of our supervisors. We are currently

at about a l-to-5 supervisor-to-employee ratio. We are trying to in-

crease that ratio as much as possible and while we have made
some gains as a result of the first buyout, it is not going to get us
as far as we would like to go.

I should add that we have again been in consultation with our
union leadership about the second buyout, and they have agreed
with us that that would be a useful way of going about it.

Ms. NORTON. Do the rest of you target the entire agency or are

you limited in this, how you intend to do it next time?
Mr. Seymour.
Mr. Seymour. At DOT, the great majority of our numbers to date

are from the FAA, and in the FAA there were categories of employ-
ees excluded, primarily air traffic controllers and some of the other
safety and maintenance workforce.

In the Office of the Secretary and the Maritime Administration,
which were the other two fairly significant areas where we had
buyouts—the buyouts in OST for example were offered to senior
employees, and we intend to offer them to all employees this com-
ing fiscal year.

I might add, as we do that, we survey employees ahead of time
to see where there is potential interest. We write the buyout oppor-
tunity in a way that employees can apply, and we let them, em-
ployees, know what the criteria would be within certain guidelines
for letting them have the opportunity to buy out; and should we get
a situation, which we haven't had to date, where we had too many
employees in a particular category applying for buyout, we leave
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ourselves the flexibility to make the hard call that we can't take

so many that we would affect adversely the way we do our work.

So those are the kinds of parameters we put in place.

Ms. Norton. Mr. Dirks.

Mr. Dirks. Madam Chair, we targeted three major groups this

past year. Higher graded employees in grades 14 through the SES,
supervisory and managerial positions at all grade levels, and em-
ployees in organizations and programs that we are downsizing

within the Department.
Ms. Norton. Ms. Trujeque.

Ms. Trujeque. For fiscal year 1994 we offered the buyouts to all

employees but had as primary targets employees in the Senior Ex-

ecutive Service 14's and 15's, supervisors and managers. In fiscal

year 1995, it is going to be much more targeted, positions which
are again supervisors and managers and those in the NPR targeted

positions such as personnel, procurement specialists, budget, so

forth.

Ms. Norton. Did you inform OMB ahead of time how you were
targeting your particular buyouts this year, and did they have any
comments on it? Any of you?
Mr. Seymour. I don't believe we have our fiscal year 1995 plan

in to OMB.
Ms. Norton. I am talking about the buyouts that have already

taken place.

Mr. Seymour. We submitted all the buyout plans as OMB had
required, yes.

Ms. Norton. Was there any feedback from OMB?
Mr. Seymour. We had dialog with our budget examiners, yes, we

did.

Ms. Norton. What was the discussion? What were the topics dis-

cussed in those?
Mr. Seymour. Basically, they want more information about

how—what kind of employees, what kind of functions the buyouts

were expected to come from, how that would affect the workforce,

how we would use buyouts as an opportunity to achieve the NPR
goals, how we would assure there was not an adverse impact on

work, whether in fact we were really going to take the dollar and
FTE cuts that are consistent with the law, those kind of things.

Ms. Norton. How did the NPR goals figure in the buyouts that

the four of you did this year?
Ms. Trujeque.
Ms. Trujeque. Well, the NPR goals fit in, especially when it

comes to the reduction of supervisors and managers—that was one

of our primary targets—and also the reductions of the NPR tar-

geted positions, as I mentioned earlier, personnel, budget, procure-

ment specialists.

Ms. Norton. Mr. Dirks.

Mr. Dirks. Much the same at our department. We focused on su-

pervisors and managers consistent with the NPR, as well as meet-

ing staffing targets that have been assigned to us by our budget

process.

Ms. Norton. Mr. McCowan.
Mr. McCowan. In our case, it helps on several fronts—one, is

with the streamlining objectives as spelled out in NPR. We are ag-
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gressively, seeking to delayer our organization in all of our divi-

sions and to increase the span and control of supervisors.

But relatedly, the buyouts have provided us with the flexibility

that we need to recruit the mix of skills that will help us to more
effectively deliver some of our critical programs and services—for

example, in the area of direct lending where we are looking for a

certain set of skills. It also gives us some greater flexibility as we
go through the process of reengineering some of our core processes

in different parts of the organization to move people around based
on the results of those reengineering exercises.

All of those things are really conducive with our efforts to

achieve the NPR objectives.

Ms. NORTON. Let me see if I can understand your need.

Your first—your 1994 buyouts going to everybody in the agency
clearly don't deal with delayering. You found it necessary to get a
certain number of people out so you could bring more people of a

different kind in? Is that why you did agency-wide nondescript

buyouts this first year?
Mr. McCowan. No. The primary reason that we did a broad

buyout the first time was equity concerns in terms of being fair to

all of our employees. In fact, the first buyout did help us in terms
of trying to achieve the delayering and increase the span and con-

trol of managers. All of the 392 employees who took the buyout
were not supervisors, obviously, but a significant number of them
were, so that actually did help us.

Ms. NORTON. But that was no fault of your own because you did

an agency-wide buyout? That just happened to be the case?

Mr. McCowan. As we interviewed folks and surveyed employees,
we actually had a fairly good idea which of those employees who
were eligible were going to take the buyout; and before we actually

made the final decision that we were going to allow a broad-based
buyout, we had a pretty gopd indication that in fact there would
be a significant number of those employees who would fall in man-
agement and/or supervisor positions.

So we didn't just offer it without going through some analysis as

to what the results, or having some way of forecasting what the re-

sults, were going to be.

Ms. Norton. Mr. Seymour.
Mr. Seymour. Much the same kind of approach was taken. We

have tried very hard to manage this process and will continue to

do so in 1995 so that, as I mentioned earlier, you don't find yourself

short in a particular area.

In the Office of the Secretary, we had about 35 buyouts last year.

That is about 3 percent—less than 3 percent of our workforce, but
they were primarily in the senior levels. While it did not give us
a chance to make significant inroads on supervisory ratios across

DOT, it certainly enabled us to begin to get at that problem. We
have tried strategically to use buyouts in that way and to reshape
the workforce.
There was some discussion earlier this morning about—the ex-

ample that came to my mind when we were talking about buyouts
was a situation where you may have an office chief and a deputy
office chief. The office chief may be permitted to take a buyout. The
deputy office chief takes over and you are able to eliminate a layer
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of management, reduce a supervisor. Those are the kinds of things

we have looked at in terms of these opportunities.

Ms. Norton. It is difficult to do downsizing and restructuring

and efficiency all at the same time, to kind of know for sure that

all of this is going to end up more efficient. Mr. McCowan's notion

of equity is understandable, particularly since you have got to work
with people who are left in the agency. Interestingly, he has never
been mentioned by OMB or you didn't hear him mention in his tes-

timony that came before.

Our only concern would be, I suppose, that any notion that

buyouts at—any misunderstanding of what the purpose of buyouts

were. I know that people have been waiting for them a long time,

but I find it interesting and again altogether understandable that

there would have been any notion that voluntary buyouts were
anything anybody was entitled to except for the convenience of the

government. And it may be that because the notion was out there

for so long that hopes built up in people, and the Congress and the

administration didn't do a good enough job, so that in the Depart-

ment of Education's case, you wouldn't have had people believing

that there was an equity content to these buyouts. I do not believe

that there was meant to be an equity content to the buyouts and
believe that you could find yourself at some later point—unless

there is going to be a lot of turnover in the agency anyway—with

shortfalls that were unintended.
I don't think we ever would have gotten these buyouts, in other

words, on an equity basis. Congressmen never voted them. They
have never been done that way in DOD; they had to get rid of peo-

ple in order to save money. And one thing we may have to do to

avoid building up the same kinds of expectations is, to other agen-

cies—clearly, you all in the Department of Education are going to

target it differently this time. One thing that we may have to be

clearer about, and D.C. administration may have to be clear about

is why buyouts are given and what employees have a right to ex-

pect.

Again, I understand perfectly the notion of let's try to be fair to

everybody first, but you could end up in a position where there are

some people left to do much too much work because of the way the

buyouts have occurred. And it is very hard to know, even with the

delayering, whether or not you are going to end up that way.

All of this is—for all of the jargon and, in many ways, very intel-

ligent thinking of my good friend and colleague, Mr. Koskinen, that

preceded, there is very little science to this. And our great fear is

that in the year 2000 the unions are going to be at everybody's

throat and saying, how in the world could you all have done this

to us and left us with people working well beyond anything that

should be expected. And given the amount of work you are putting

on, I can tell you one thing—and I do not have to vote on the next

vote because it is a conference report—but I can tell you one thing,

as the Congress votes programs, nobody over here is saying, I won-
der if there are enough folks over there to do it.

So you are going to have to watch out for yourselves, because no-

body over here is watching out for you in that respect at least.

Mr. Seymour.
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Mr. Seymour. I hope we didn't give you the impression that at

DOT we are looking at it as a matter of equity and everybody gets

an opportunity to take a buyout. We have tried hard to use it as

a tool. And I wanted to point out that in a couple of our organiza-

tions—the Federal Railway Administration, for example, employ-
ment is proposed to grow over the next year or two so we are doing
some mixing and matching and analyzing where we think we can
live with the kind of cuts we have.

Ms. Norton. I understand exactly. Everybody testified. I under-
stand what everybody was doing, and I think what everybody was
doing made a lot of sense. I am simply cautioning us as we proceed.

You have all testified you have not done any contracting out of

employee work that was formerly done by bought-out employees.
What is the amount of service contracts in each of your agencies?
Mr. Seymour. Ours is probably in the $2 billion range. We have

got a pretty significant amount of service contracts at DOT, and a
great—tremendous amount of that is in the area of engineering
services for air traffic control and rebuilding air traffic control sys-

tems.
And if I may, Madam Chair, I might talk about a contracting-

out issue which I think is germane to the conversation. In the FAA
there have been plans under way for quite a long time to contract

out what they call level one towers—the very small, very low-activ-

ity towers. They are towers that are a bit bigger than many that
are run privately. There are approximately 100 of these towers
across the country with approximately 800 to 1,000 men and
women staffing them.

Studies have shown that the FAA could save perhaps as much
as $2 million per tower—$2 million per tower per year in conjunc-
tion with all the changes they are making with air traffic control

procedures. This was the decision FAA had made to undertake clos-

ing these towers. What they are doing is offering air traffic control-

lers in these towers an opportunity to go to other towers or to take
the buyout. It is a tool to help us in this case to implement a deci-

sion that was already made.
Ms. Norton. When was the decision made?
Mr. Seymour. It has been under discussion for years, and was

part of the budget proposal, I think, going into the decisions made
for 1994.

I wanted to put that on the table because there are buyouts af-

filiated with it, but it is a tool to help do something which was
going on anyway.
Ms. NORTON. Mr. McCowan, the number and amount in service

contracts at the Department of Education?
Mr. McCowan. Approximately $600 million is planned for other

services contract in the Department for 1994.
Ms. NORTON. Let me ask each of you, what is the budget of your

agency, as well? Mr. Seymour, what is the budget?
Mr. SEYMOUR. Ours is in the $38.5 billion range, including

grants for the Federal Highway Administration.
Ms. Norton. Mr. McCowan.
Mr. McCowan. Ours is approximately $30 billion.

Ms. Norton. Mr. Dirks.
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Mr. Dirks. Madam Chair, I do not have dollar amount figures for

you relative to the budget or service contracts. At the beginning of

fiscal year 1994, we had approximately 645 service contracts estab-

lished at the Department.
Ms. Norton. Would you forward that information to us within

the next 30 days?
Mr. Dirks. Yes.
[The information referred to follows:]

The Department had approximately 645 support services contracts with a dollar

amount of $862 million in fiscal year 1994.

Ms. TRUJEQUE. I also don't have those figures for you, but I will

get them to you.

Ms. Norton. Thank you.

[The information referred to follows:]

The overall Departmental budget is 9.5 billion dollars and total expenditures for

service contracts are 604 million dollars.

Ms. Norton. Have the buyouts and downsizing had any effect on
the percentage of women and minorities in the Agency?
Mr. McCowan. In our case, they virtually had no effect.

Mr. Seymour. At DOT, the proportion of minorities taking

buyouts was less than the proportion of minorities in the total pop-

ulation. Total population is about 19, 20 percent. The percentage

taking buyouts was considerably less than that. As you have al-

ready explained to us earlier, you understand the ramifications of

reduction in force; and I think the benefits were that we were able

to retain employees we have hired recently and they were not af-

fected by reductions in force. That is an additional major benefit.

Ms. Norton. Mr. Dirks.

Mr. DlRKS. Approximately two-thirds of buyouts that we will

have offered by the end of fiscal year 1994 will have been to white

males. Most of our buyouts, of course, are occurring from July to

the present time and so the impact on any improvement in diver-

sity has not yet been seen. We are very hopeful that some of the

hiring opportunities that we might have as a result of buyouts can
result in improved diversity.

Ms. Norton. Ms. Trujeque.
Ms. Trujeque. No impact on minorities and women. In fact, one

of our bureaus reported that they had an increase in minorities be-

cause of the buyouts.
Ms. Norton. What was each of your respective agency's super-

visor-to-employee ratio before the buyouts and what are they now?
Mr. Seymour.
Mr. Seymour. Across the Department, ours were approximately

1 to 7.5 at the start of this year, and we have not done the math
again. I can't give you updated figures. I will be happy to provide

them for the record.

[The information referred to follows:]

In March 1993, the ratio was 5.5 to 1. In September 1994, the ratio was 5.9 to

1.

Mr. Seymour. We have got a plan, Madam Chair, as I suspect

everybody does, to take us to a ratio which gets closer to l-to-15,

and it is something we manage with our Deputy Secretary and
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with our operating administrations to track how we are going to

get to that point.

Ms. Norton. Mr. McCowan.
Mr. McCowan. At the Department of Education, Madam Chair,

ours was l-to-6 prior to the buyout, and it is l-to-6 post-buyout.

However, we are anticipating, based on the preparations that we
are doing for our October 3d streamlining plan submission, that we
will be going to l-to-7 or l-to-8 in the near future and are going

to be looking to improve on that as we go forward and continue to

try to improve our operations.

Ms. Norton. Mr. Dirks.

Mr. Dirks. At the inception of the buyout program, our ratio was
1 supervisor to 4.7 employees. Currently, it is l-to-5.5. This data

is not current; it is a couple of weeks old. We hope to be able to

achieve a ratio of l-to-10 during fiscal year 1995, and we think the

buyout will be a valuable tool in aiding us.

Ms. TRUJEQUE. Our ratio is l-to-6, and based on the fiscal year

1994 buyout, I don't think it changed significantly, but we have
plans to go to the l-to-15 at least by fiscal year 1999.

Ms. Norton. To the extent that there has been any employee
criticism or suggestions with respect to the buyouts, what were
they?
Ms. Trujeque. For the Department of Interior—I guess the one

we heard the most often was, there weren't enough buyouts offered,

that every employee should have been considered for a buyout and
that for fiscal year 1995 we should open it up much more widely

than we did in 1994. I think that is the major criticism we have
heard in our agency.
Mr. DlRKS. Very much the same at the Department of Energy.

The criticism we have had is that the buyouts weren't made more
broadly available to nonsupervisors, and employees in organiza-

tions that were not downsizing.
Ms. Norton. Mr. McCowan.
Mr. McCowan. Madam Chair, we have not received any criticism

from our employees.
Mr. Seymour. Some of the comments you have already heard,

plus just generally providing a longer opportunity for people to con-

sider their options, which I think we are providing this time.

Ms. Norton. Finally, what do you perceive as matters that

might have hampered the buyouts or might improve the use of

buyout authority?
There was the 9-percent pension payment, the notion of limita-

tions on back-filling, et cetera. Do you have any suggestions on

those or any other matters to make with respect to the use of

buyout authority in the future?

You love it the way it is?

Ms. Trujeque. I think it is working fine the way it is. It worked
very well for us in 1994, and we expect it to work very well for us

in 1995.

Mr. Seymour. We found it to be a valuable tool, one which, if you
plan how you are going to use it, works effectively. Certainly the

monetary limits and the additional contributions are a factor, but
we found there are ways to deal with those by, for example, staging
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buyouts at the beginning of a fiscal year so you can take advantage
of salary lapses and that sort of thing to make it work.
Mr. McCowan. Madam Chair, I guess I would just say clearly,

if not handled correctly, the buyouts could wind up having an ad-

verse effect on employee morale at precisely the time when we are

asking employees to go through a lot of organizational change as

we try to improve the quality of our operations.

What we found however is that if you work with your unions and
are sensitive to the impact that the buyout and the way it is ad-

ministered will have on employees, you can address most of those

potential problems on the front end.

Ms. Norton. Mr. Dirks.

Mr. DlRKS. We very much think the buyout is a good tool for

rightsizing and restructuring, and look forward to its continued use
in fiscal year 1995.

Ms. Norton. I want to thank each of you for coming forward.

What is most important for us in the long run is the agency-by-

agency effect of our legislation. Thank you very much for this very

valuable testimony.
Could I ask panel three Agencies to come forward: Mr. John

Landers, GSA; General Spence Armstrong, National Aeronautics
and Space Administration; Ms. Nancy Suttenfield, Smithsonian In-

stitution; Mr. Richard Stephens, former Acting Associate Director

for Management at United States Information Agency.
We have your testimony, and I will admit your full testimony

into the record and ask that you summarize your testimony, given

how long we have kept everyone. And I apologize to you. I know
some of you have been here while we have been examining other

testimonies; I apologize for keeping you waiting.

STATEMENTS OF JOHN LANDERS, DEPUTY ASSOCIATE ADMIN-
ISTRATOR FOR MANAGEMENT SERVICES & HUMAN RE-
SOURCES, GENERAL SERVICES ADMINISTRATION; GENERAL
SPENCE ARMSTRONG, ASSOCIATE ADMINISTRATOR FOR
HUMAN RESOURCES & EDUCATION, NATIONAL AERO-
NAUTICS AND SPACE ADMINISTRATION; NANCY
SUTTENFIELD, ASSISTANT SECRETARY FOR ADMINISTRA-
TION, THE SMITHSONIAN INSTITUTION; AND RICHARD STE-
PHENS, FORMER ACTING ASSOCIATE DIRECTOR FOR MAN-
AGEMENT, UNITED STATES INFORMATION AGENCY
Ms. Norton. You may testify, I suppose, in the order in which

you are seated. Mr. Landers first.

Mr. LANDERS. Madam Chairman and Members, I am pleased to

be here to represent the General Services Administration. Earlier

this year, Administrator Roger Johnson testified before this sub-

committee in favor of the buyout legislation. We felt that we need-

ed the buyout authority to help achieve the administration's staff

reduction goals and the business challenges facing the General

Services Administration.
After getting agreement from our unions, GSA offered buyouts in

April of this year. Employees had a deadline of July 15 to decide

whether they wanted to apply for the buyout; 2,442 did apply.

Some have left this fiscal year; most will leave in the first part of

fiscal year 1995 between October and December.



71

GSA has no plans to offer additional buyouts. We feel that the

program is an unqualified success. Because of the buyout and the

fact that GSA has had a 14-month, essentially hard freeze with
only a few exceptions, by the time the buyouts are completed in

January of 1995, those departures plus not filling jobs that have
been vacated for the last 14 months, GSA's overall employment
number will be at our 1999 goal. So we will have achieved numeri-
cally in 1995, the goal for 1999; and importantly, we have been
able to do this with no disruptive reductions in force.

In 1995, we will probably be able to have some judicious hiring

to satisfy customer service needs. Going forward, senior managers
will have the flexibility to hire based on some principles.

The Leadership Council of GSA is meeting today and tomorrow
to go over plans that the regions have submitted. And the notion

of the principles which the group will work on, and maybe refine

some, would include such things as improving the supervisory
ratio, working on the senior level reduction initiative, increased di-

versity throughout the organization including management, initiate

job enrichment and job rotation opportunities for staff members,
improve training opportunities for all employees, and institutional-

ize the collaboration between and among GSA organizations.

That concludes my comments, Madam Chairman. If there are

any questions, I would be glad to answer them.
Ms. NORTON. Thank you very much, Mr. Landers.
[The prepared statement of Mr. Landers follows:]

Prepared Statement of John Landers, Deputy Associate Administrator for
Management Services and Human Resources, General Services Administra-
tion

Madam Chair and Members of the Subcommittee, it is my pleasure to be here
today to testify on behalf of the General Services Administration (GSA) on the agen-
cy's use of the government-wide buyout authority. On February 1, 1994, GSA Ad-
ministrator Roger Johnson appeared before this subcommittee and the Subcommit-
tee on Civil Service, to testify in support of the Federal Workforce Restructuring Act
of 1994. Administrator Johnson testified that GSA needed buyout authority in order

to help achieve the Administration's workforce reduction goals and for the agency
to meet the business challenges of the future. I am pleased to say that by using
the buyout authority, GSA is well on its way to creating an agency that works bet-

ter and costs less.

On April 19, 1994, after consultation with and the consensus of our union part-

ners, GSA offered agency-wide buyouts to all eligible GSA employees. Employees
were given until July 15, 1994, to apply. Agency-wide 2,442 employees have applied

to take a buyout. Although the buyouts were offered in FY 1994, most employees
will be leaving during FY 1995, specifically, between October 1 and December 31,

1994. At this time, GSA does not plan to offer additional buyouts in FY 1995. Our
theory was to use the buyout authority, coupled with a hiring freeze, to specifically

create opportunities for promotion and advancement which would otherwise not be
available in the environment of a declining workforce.
GSA's buyout program has been an unqualified success. Due to the buyout author-

ity and a 14-month across the board hiring freeze known as "pause and reflect,"

GSA has been able to reduce its workforce for fiscal year 1995 to below the level

mandated by the President for fiscal year 1999. All of this has been done without
the use of reductions-in-force or other disruptive and morale damaging procedures.
During 1995, we will be able to judiciously hire employees to address pressing cus-

tomer service needs and to fulfill responsibilities identified through reengineering.
All openings are available first and foremost to existing GSA employees for transfer,

rotation or promotion.
We will give senior managers the latitude to prudently manage from the author-

ized FY 1996 number of 17,819 to the 17,032 contemplated for FY 1999. This man-
agement flexibility will be based on adherence to the following principles: 1. Improve
the supervisory ratio, including the senior level reduction initiative; 2. Increase di-
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versity throughout the organization, including management; 3. Initiate job enrich-

ment and job rotation opportunities, including intra- and inter-GSA as well as inter-

agency; 4. Improve training opportunities for all employees; and 5. Institutionalize

the collaboration between/among GSA organizations.
At GSA's Leadership Counsel Meeting being held today and tomorrow, regional

staffing plans are being evaluated against these principles and the effect of this

careful action should be evident by early 1995.

Thank you for the opportunity to present GSA's experience with the buyout legis-

lation. GSA appreciates this subcommittee's continuing interest in our employees.
This concludes my prepared statement. I would be happy to answer any questions.

Response to Written Questions Submitted by Hon. Eleanor Holmes Norton
to John Landers

Question 1A. Has your agency submitted a final streamlining plan to OMB for

your agency? If not, why not?
Answer. GSA has submitted a final streamlining plan to OMB.
Question IB. Based on such plans, what, if any, significant changes does your

agency contemplate in its work force?

Answer. The most significant change is that GSA will have fewer employees. Oth-
erwise, the buyouts did not affect the mix of staff members significantly.

Question 1C. Do you anticipate that buyouts will enable your agency to avoid the
need for RIFs to achieve required reductions? If not, how many RIFs will be nec-

essary?
Answer. Since GSA had such a large number of employees who have applied for

the buyout and since we have had a virtual hiring freeze in effect for over a year,

we do not anticipate that we will need a RIF.
Question 2A. How were your buyouts in fiscal year 1994 targeted?
Answer. GSA buyouts were not targeted. They were offered to all GSA employees.
Question 2B. How are you targeting your fiscal year 1995 buyouts?
Answer. GSA is not planning to offer buyouts in fiscal year 1995.

Question 3A. Has your agency made any request of OMB to have itself exempted
from the personnel ceilings mandated in the Workforce Restructuring Act? If so, has
the request been granted?
Answer. GSA has not made such a request.

Question 3B. What management procedures has your agency implemented to com-
ply with section 5(g) of the Workforce Restructuring Act?
Answer. The Administrator has instructed senior GSA executives that they should

not replace departing staff members with service contracts unless it is financially

prudent to do so.

Question 4. What affect have buyouts and downsizing had on the percentage of
women and minorities at your agency?
Answer. When the buyouts are complete in January 1995 the percentage of

women and minorities at GSA will be relatively unchanged. The percentage of

women will have decreased by 0.5 and the percentage of minorities will have in-

creased by 0.5.

Question 5. What kind of effort did your agency make in advance surveying of em-
ployee interest in buyouts, consultation with employees and their union representa-

tives about your plans for utilizing buyouts, and counseling employees about their

buyout options?
Answer. GSA consulted extensively with both of its unions, the American Federa-

tion of Government Employees and the National Federation of Federal Employees,
as we developed the buyout proposal. Each region and the Central Office held nu-
merous pre-retirement counseling sessions (group and individual).

Question 6A. To the extent you have received emoployee criticism of your agency's

buyouts, what were the nature of the criticisms?

Answer. GSA has received virtually no employee criticism over the buyout.
Question 6B. Has your agency structured its buyouts for fiscal year 1995 to ad-

dress such concerns? Why or why not?
Answer. GSA is not planning any buyouts for fiscal year 1995.

Question 7A. What was your agency's supervisor-to-employee ratio before the fis-

cal year 1994 buyouts? After these buyouts?
Answer. As of September 30, 1993, the GSA supervisor-to-employee ratio was 1

to 6. In January 1995, the ratio will be 1 to 6.

Question IB. What is the ratio anticipated after fiscal year 1995 buyouts?
Answer. GSA is not planning any buyouts for fiscal year 1995.
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Question 8. Are there any specific provisions of the Act which you feel have ham-
pered your ability to use buyout authority (such as the back-fill limitation or the

9% payment for early retirees)?

Answer. No. There are no specific provisions of the Act which have hampered the

agency's ability to use the buyout authority.

Ms. NORTON. General Armstrong.
General ARMSTRONG. Thank you, Madam Chair. We are de-

lighted to be here today, if for nothing more than to thank you for

your efforts back on February 1 this past year where your sub-

committee's efforts were very instrumental in getting the buyout
approved—something we at NASA desperately needed.
We have completed our buyout. We don't intend to have another

one this year. It has achieved the desires that we had.
Let me just say one thing that is unique, I think, about our

Agency is that the reason for us needing a buyout preceded by 1

year the urgency of other agencies. When we redesigned space sta-

tion Freedom into a different concept, we said that we could do it

with about 50 percent of the personnel that previously had been as-

signed. Congress took us up on that and deleted that number from
our 1994 budget, and also gave us an end strength that we needed
to hit. So as we were progressing through 1994, we understood that
if we didn't get the buyout, not only would we have difficulty in

1994, but we would be entering 1995 with approximately 400 more
FTE's than we were funded for in our runout program. So, for us,

the buyout was an essential element in trying to solve our problem,
and we are very thankful to have the opportunity to use that in-

stead of a RIF, a furlough, or some other means in order to achieve
those dollar levels.

As you asked the questions about how our targeting was influ-

enced by the NPR, I must say that NASA, because we started this

over a year ago, before the NPR, we targeted our buyout allocations

to the places where the space station redesign would have the im-
pact, because we were trying to solve a problem where people
would not be involved in work as opposed to the categories pro-

posed by the NPR.
And I will be happy to answer the questions in due time, Madam

Chair.
Ms. Norton. Thank you very much, General Armstrong.
[The prepared statement of General Armstrong follows:]

Prepared Statement of Gen. Spence Armstrong, Associate Administrator for
Human Resources and Education, National Aeronautics and Space Admin-
istration

Madam Chair and Members of the Committee, thank you for this opportunity to

address the Committee on NASA's buyout program. We consider our buyout to have
been an unqualified success. When NASA appeared before this Committee seeking
buyout authority in February, we were faced with a three-pronged reduction re-

quirement: the Administration had undertaken a redesign of the Space Station pro-

gram, the Administration wanted us to reduce our high grades by 10%, and Con-
gress and the Administration called for an overall workforce reduction of 12%.
Meanwhile, our attrition rate had plummeted by 40% compared to the previous dec-

ade.

We are an Agency committed to avoiding reduction in force (RIF) at all costs; yet,

we were facing a momentous challenge to make major staff reductions without ad-

versely impacting our employees and programs. Not only did the buyout provide us
with a positive tool to accomplish this goal without pain, but we were able to target

our high-grade employees, and even ended up with a more diverse workforce than
when we started. Had we resorted to RIF, we would have lost lower-graded, lower-
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salaried employees, with a disproportionate number of minorities and females im-

pacted. Costs to the Agency, in dollars and lost productivity due to poor employee

morale as well as the cascading effect of reduction in force displacements, would

have been much greater under RIF than through buyout.

We separated 1,176 employees through buyout. These employees chose to leave

Government service because they were ready to move on to retirement or other en-

deavors. They were not forced out of their jobs by RIF. We got through a potentially

painful time very smoothly, and now can move on to face the challenge of accom-

plishing our mission with a smaller workforce. Since we have achieved our

downsizing goals for the short term, we have no need, and no plan, to offer any

buyouts in fiscal year 1995.

I would like to comment briefly on H.R. 4488. At NASA, we are committed to

changing the way we perform our work, both with Civil Servants and with contrac-

tors. We will not replace a Civil Servant who takes a buyout with a contractor em-

ployee. However, we think the stringent restriction in this bill would hamper the

Agency as we reengineer our work. It would lead to unnecessary hair-splitting about

which work may be contracted out. The restriction in the Federal Workforce Re-

structuring Act of 1994 is sufficient to ensure that agencies do not increase the

money spent for contracts as they reduce the money spent for salaries.
>

Thank you again, Madam Chair, for this opportunity to report to you on NASAs
successful implementation of buyout, and for this Committee's role in achieving this

landmark legislation.

Response to Written Questions Submitted by Hon. Eleanor Holmes Norton
to Gen. Spence Armstrong

Question 1. Has your agency submitted a final streamlining plan to OMB for your

agency? If not, why not? Based on such plans, what, if any, significant changes does

your agency contemplate in its workforce? Do you anticipate that buyouts will en-

able your agency to avoid the need for RIFs to achieve required reduction? If not,

how many RIFs will be necessary? .

Answer. NASA submitted a final streamlining plan on October 3, 1994, to OMB.
The significant workforce changes planned include: (1) a reduction of 4,150 FTE be-

tween fiscal year 1992 and fiscal year 1999, a 16.5 percent cut; (2) overall doubling

of the supervisory span of control to a 1:11 ratio; (3) reductions of approximately

30 percent in the size of the headquarters staff and targeted administrative staffs;

and (4) restructuring the organization to more efficiently carry out the missions of

the NASA strategic enterprises. A buyout was used successfully in fiscal year 1994

to avoid a RIF. Unless turnover increases substantially over the next 4 years, vol-

untary separation incentives would be needed again in fiscal year 1998 and fiscal

year 1999 in order to achieve significant FTE reductions in those years without re-

sorting to RIF. With this possibility looming before us, we strongly urge consider-

ation of an amendment to the Federal Workforce Restructuring Act, to make buyout

a permanent tool for use in downsizing. OMB and OPM could oversee the use of

buyout, in a manner similar to OPM's management of the early authority.

Question 2. How were your buyouts in fiscal year 1994 targeted? How are you

targeting your fiscal 1995 buyouts?
.

Answer. Our buyouts in fiscal year 1994 were targeted to achieve several

downsizing goals. First, we needed to reduce our Space Station program, so those

Field Installations involved in Space Station were given priority when allocating

buyouts. Next, we established a scheme to prioritize buyouts within each Installa-

tion, as follows:

1. Early retirement eligibles (to give an extra incentive to this large population,

to counterbalance the reduction in annuity. This population included a large number

of higher graded employees).
.

2. Supervisors and managers, grades GS/GM-14 and 15, and equivalent high-

graded wage grade employees (to reduce the number of high grades and supervisors,

in line with the President's directive and NPR)
3. Other GS/GM-13's and above (continuing to target high grades)

4. Remaining employees.

We do not plan a buyout program in fiscal year 1995.

Question 3. Has your agency made any request of OMB to have itself exempted

from the personnel ceilings mandated in the Workforce Restructuring Act? If so,

why? If so, has the request been granted?

Answer. NASA has not requested exemption from the Workforce Restructuring

Act ceilings. We are engaged in a dialogue with OMB regarding the size of the re-
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ductions we will take in fiscal year 1998 and fiscal year 1999 with the objective of
lessening the size of those reductions.

Question 4. What effect have buyouts and downsizing had on the percentage of
women and minorities at your agency?
Answer. The fiscal year 1994 NASA buyout had a slight positive effect on the per-

centage of minorities in the Agency workforce. The percentage of African Americans
increased by 0.2; Hispanics by 0.1; Asians and Pacific Islanders by 0.1; and the per-
centage of Native Americans was unchanged. The buyout had no effect on the per-
centage of women in the NASA workforce, since the ratio of men to women among
the buyout takers roughly matched that of the overall workforce.
Question 5. What kind of effort did your agency make in advance surveying of em-

ployee interest in buyouts, consultation with employees and their union representa-
tives about your plans for utilizing buyouts, and counseling employees about their
buyout options?
Answer. We made a decision not to perform any Agencywide survey of employee

interest in advance of the buyout, for several reasons. First, our counterparts at the
Department of Defense had told us that such surveys were not true indicators of
actual buyout results. Second, we had concerns that employees would not answer
candidly, either because they wished to protect their privacy, or because they would
hedge their bets when replying. We felt that structuring a survey to protect the
identity of the respondent would weaken the value of the results, because it would
not help us to target our buyouts. We also knew that many employees would say
that they were interested, but were not seriously considering the option, or would
change their minds when actually confronted with the decision. Third, since our
buyout was planned to be relatively small, and not targeted at specific jobs, an ad-
vance survey was not considered an essential planning tool.

Communication with our Field Installations and national and local unions was a
key to the success of our buyout. It was well known that NASA was seeking its own
buyout legislation last year. Field Installation managers were an integral part of the
planning process, determining how to target our buyouts, and how many to offer.

Beginning early in the game, we met with national union representatives to explain
our plan, obtain their input, and establish an ongoing communication. Field Instal-
lations were encouraged to share information with their local unions. Union con-
cerns were taken into account at every stage of the buyout process.
Without exception, each of our Field Installations launched a major effort to in-

form and counsel employees about their opportunity for buyout, their chances of re-
ceiving an offer, and their entitlements and benefits if they chose to separate under
buyout. Headquarters issued several "all-employee" letters on the topic. Newsletters,
briefings, question and answer handouts, telephone hot fines and individual counsel-
ing were all used extensively to keep employees informed and help them through
the decision and separation process.

Question 6. To the extent you have received employee criticism of your agency's
buyouts, what were the nature of the criticisms? Has your agency structured its

buyouts for fiscal year 1995 to address such concerns? Why or why not?
Answer. Our buyout program received critical acclaim from employees, managers,

and unions, and is recognized by the Office of Personnel Management and other
agencies as a model program. We attribute this positive image to the perception by
our customers that our buyout program was a fair and open one, well-intentioned
and well-run. A few employees complained that they were not "within reach" for
buyout under our priority scheme. This was inevitable in any program when the
numbers of applicants exceeds the number which can be accepted.
Question 7. What was your agencies supervisor-to-employee ratio before the fiscal

year 1994 buyouts? after these buyouts? What is the ratio anticipated after fiscal
year 1995 buyouts?
Answer. At the beginning of fiscal year 1994, NASA's supervisory ratio was 1:5.4

(Agencywide average). Immediately after the buyout, the ratio increased to 1:5.8,
and has further increased to 1:6.1 as of the end of fiscal year 1994.

Question 8. Are there any specific provisions of the Act which you feel have ham-
pered your ability to use buyout authority (such as the back-fill limitation or the
9% payment for early retirees)?
Answer. The provisions of the Act which required us to reduce one FTE for every

buyout certainly had an impact on where and how many buyouts we offered. Of
course, we knew we had to take a cut in FTE by the end of fiscal year 1994, with
our without buyout. However, we could not afford to offer buyouts beyond this num-
ber, if we would have to give up the slots. This reduced our flexibility somewhat.
For example, we could have accomplished some planned organizational restructur-
ing, reducing more high grades and supervisors, and replacing them with lower
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graded nonsupervisory employees. This would have helped us meet one of the Presi-

dent's goal. The backfill provision obviated this option.

Clearly, the 9% payment for early retirees had to be factored into the financial

planning, and reduced slightly the number of buyouts we could afford. This cost was
not a major factor to us, however.
The major impediment to our effectiveness was the delay in passage of the legisla-

tion. Because of this, many agencies could not afford to offer buyouts in fiscal year
1994. At NASA, employees had been hoping for buyout for over half a year. Individ-

uals who otherwise would have retired or resigned delayed their departures, hoping
to receive a buyout. This cost us substantial salary dollars and resulted in lost pro-

ductivity. Other agencies that are just now implementing buyout have experienced

this phenomenon for an extended period as well. For these agencies, the restriction

to salary dollars to pay buyout forced them to delay implementation until the new
fiscal year, reducing the savings and other benefits of the buyout.
Question 9. In its testimony, the International Federation of Professional and

Technical Engineers asserts that thirteen former employees at the NASA Lewis Re-
search Center in Cleveland, OH, who accepted buyouts offered in May of 1994 were
identified by its local union president as rehires of the research center working for

support service contractors. One of these employees was hired to finish his old job

while another was hired to perform the same job. Please comment.
Answer. When the union first raised their concerns in May, we looked into the

matter and responded to the union president. We revisited the issue following the

union's testimony before the Subcommittee. We are satisfied that no violation of the

provisions of the Act occurred. Although several former Lewis employees were em-
ployed by contractors, the relationship was not of a personal services nature, as pro-

hibited by the Act. Further, there has been no overall increase in the procurement
of service contracts at Lewis as a result of the buyouts.

Ms. Norton. Ms. Suttenfield.

Ms. Suttenfield. Good afternoon, Madam Chair.

The Smithsonian announced its voluntary incentive separation
program back in April with an eligibility period that began June
1 and extended through the 15th of July. We offered our program
in order to meet a proposed fiscal 1995 budget reduction of $3.1

million, as well as to meet a targeted work force reduction of 229
employees. I might add, however, that we have been engaged in an
active restructuring program for about 2 years, and we saw the
buyout program as an opportunity and a tool to continue with our
restructuring efforts.

I am pleased to report that we have largely met our work force

reduction target, and in fiscal year 1995, we project that our esti-

mated savings from the buyout program will be, in gross terms,

$9.6 million. We have estimated costs of $6.3 million, and there-

fore, our net savings would be $3.3 million.

Since employee participation in our buyout program has allowed

us to meet our fiscal year 1995 work force reduction and reduce our
expenditures, we no longer contemplate reductions in force or hir-

ing freezes. We consider the buyout program to have been a very

effective program for us.

Thank you very much. I would be happy to take questions.

Ms. NORTON. Thank you, Ms. Suttenfield.

[The prepared statement of Ms. Suttenfield follows:]

Prepared Statement of Nancy Suttenfield, Assistant Secretary for
Administration, the Smithsonian Institution

Good morning, Madam Chairwoman.
It is a pleasure to appear before the Subcommittee this morning. I look forward

to providing a status report on the Smithsonian Institution's employee buy-out pro-

gram and discussing H.R. 4488, a bill to prohibit agencies authorized to offer

buyouts under the Federal Workforce Restructuring Act of 1994 from contracting

out, in whole or in part, the duties previously performed by an employee who sepa-

rated from government service upon receiving such a buyout.
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Over two years ago, the Smithsonian Institution began a restructuring process
that included a thorough examination of all its programs. That process began a cor-

responding realignment of its programs and activities that continues today. It has
benefitted the organization considerably in maintaining our vitality as we have had
to accept the constraints of the current fiscal climate. During the winter and spring
of 1994, as legislation in support of voluntary separations was under discussion, the
Institution looked forward to its passage and the opportunities it would present for

additional restructuring. We were pleased that the effects of the act would open pro-

fessional opportunities to younger staff, many of whom are minorities and women,
and would help maintain the momentum of the restructuring process.

Following passage of the Federal Workforce Restructuring Act of 1994, the Smith-
sonian Institution decided to make the Voluntary Separation Incentive Program
available to all its Federal employees. In an organization in which more attention
is paid to programs and less to hierarchy, senior management deemed it important
to make participation available to all employees without regard to grade level or oc-

cupational type. The window for decision-making was opened on June 1, 1994 and
closed on July 15, 1994. A total of 208 Federal employees, or 4% of the Institution's

Federal workforce, applied to the program. Twenty-five (25) applicants were accept-

ed for buyout in fiscal year 1994 and 183 have applied for buyout in fiscal year
1995. Senior management expects to provide short extensions to 16 employees with
no extension being granted beyond May 1995.
We have reviewed the proposed bill (H.R. 4488) and its potential impact upon the

Smithsonian. Since Section 5(G) of the Federal Workforce Restructuring Act does
not restrict use of contracts to cover certain tasks and functions, so long as a cost
comparison demonstrates a financial advantage to the government, the Smithsonian
saw no reason to target grades or occupational series or positions and in the spirit

of fair play opened the opportunity to all. The result is that mission-critical posi-

tions have now been vacated. We prefer to continue the greater flexibility allowed
in the Workforce Restructuring Act for agency management to determine the most
cost effective way to deliver programs.

In summary, the Smithsonian has welcomed the opportunities presented by the
buyout program. With a new Secretary, installed on September 19, we look forward
to additional restructuring as he leads us in shaping our vision for the next century.
Thank you for the opportunity to present our views.

Response To Written Questions Submitted By Hon. Eleanor Holmes Norton
To The Smithsonian Institute

Question 1A. Has your agency submitted a final streamlining plan to OMB for our
agency? If not, why not?
Answer. The Smithsonian Institution submitted its streamlining plan on July 6,

1994.

Question IB. Based on such plans, what, if any, significant changes does your
agency contemplate in its workforce?
Answer. The Smithsonian Institution will realize downsizing and restructuring of

its workforce. During phase one of the Smithsonian's internal restructuring process
in FY 1993, the Institution eliminated Federal and Trust positions in the targeted
administrative position categories. These reductions will offer opportunities to "flat-

ten" various levels of management. It is our hope that the affects of the buyout and
subsequent restructuring will open professional opportunities to younger staff, many
of whom are minorities and women, and will help maintain the momentum of the
restructuring process.

Question 1C. Do you anticipate that buyouts will enable our agency to avoid the
need for RIFs to achieve required reductions? If not how many RIFs will be nec-
essary?
Answer. Yes, by making the voluntary Separation Incentive Program available to

all employees at the Smithsonian Institution, the Institution was able to achieve our
FTE reductions without the need for RIFS.
Question 2. How were your buyouts in FY 1994 targeted? How are you targeting

your FY 1995 buyouts?
Answer. The buyout program was made available to all full-time permanent em-

ployees at the Smithsonian Institution. The window for decision-making was opened
on June 1, 1994 and closed on July 15, 1994. Twenty-five applicants were accepted
for buyout in FY 1994 and the balance, 183, were accepted and effective October
1, 1995, to achieve maximum savings.
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Question 3A. Has your agency made any request of OMB to have itself exempted
from the personnel ceilings mandated in the Workforce Restructuring Act? If so,

why? If so, has the request been granted?
Answer. The Smithsonian Institution has not made any request to OMB for ex-

emption from the personnel ceilings mandated in the Workforce Restructuring Act.

However, as the Institution implements restructuring plans, management will con-

tinually evaluate the Institution's ability to maintain critical mission goals within
the FTEs that are available.

Question 3B. What management procedures has your agency implemented to com-
ply with section 5(g) of the Workforce Restructuring Act (the limitation on service

contracting)?
Answer. The Office of Contracting and Property Management at the Smithsonian

Institution is in the process of establishing procedures to comply with section 5(g)

of the Workforce Restructuring Act. In the meantime, the Institution is taking every
precaution to adhere to the limitations set forth in the Act on the use of contractual

services.

Question 4. What effect have buyouts and downsizing had on the percentage of

women and minorities at your agency?
Answer. Prior to the buyouts, the percentage of women in the Smithsonian Insti-

tution workforce was 46.3%; after the buyouts, this is 46.8%. Before the buyouts,

the percentage of minorities in the Smithsonian Institution workforce was 42.0%;
after the buyouts, this percentage is 41.7%. These percentages reflect a slight in-

crease in the percentage of women in the Smithsonian workforce and a slight de-

crease in the percentage of minorities in the Smithsonian workforce.

Question 5. What kind of effort did your agency make in advance surveying of em-
ployee interest in buyouts, consultation with employees and their union representa-

tives about your plans for utilizing buyouts, and counseling employees about their

buyout options?

Answer. Before offering the buyout program, all Smithsonian employees were sur-

veyed as to whether they might take the buyout or they would definitely take the

buyout. Union representatives were asked to review and comment on the proposed
buyout plan before it was issued to employees; they asked for clarification on several

points and discussed various elements of the plan but made no changes.

Every Smithsonian employee was offered personal counseling in connection with
making a buyout decision and, for those employees who elected to take advantage
of the buyout, personal counseling was given to each employee regarding retirement,

health and life insurance benefits.

Question 6. To the extent you have received employee criticism of your agency's

buyouts, what were the nature of the criticisms?

Answer. The Smithsonian's buyout program was very well received and to our

knowledge the only complaint came from an employee who complained that the In-

stitution's buyout program was not open to part-time employees. Because any agen-

cy loses a full-time FTE and its funding, the only group of employees who were not

allowed to participate were part-time employees. However, this employee took ad-

vantage of the early retirement authority.

Question 7. What was your agency's supervisor-to-employee ratio before the FY
1994 buyouts? After these buyouts? What is the ratio anticipated after FY 1995

buyouts?
Answer. Before the buyouts, the Smithsonian's supervisor-to-employee ratio was

1:7.04. After the buyouts, the supervisor-to-employee ratio was 1:7.05.

Question 8. Are there any specific provisions of the Act which you feel have ham-
pered your ability to use buyout authority (such as the back-fill limitation or the

9% payment for early retirees)?

Answer. The Smithsonian Institution does not feel that there are any provisions

of the Act which have hampered the Institution's ability to use buyout authority.

Ms. Norton. Mr. Stephens.
Mr. Stephens. I appreciate the opportunity to discuss our experi-

ence with the buyout, and I will summarize my statement. We
have had a very positive experience for the Agency. The authority

has been an important tool for USIA in management, in fiscal year

1994, in achieving our goal of obtaining substantial staff reductions

while avoiding separation through reduction in force. The man-
dated Agency budget reduction for fiscal year 1995 originally in-

cluded elimination of 296 positions and we began two major posi-
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tional changes as part of our streamlining and restructuring to

meet these cuts.

In order to achieve the reduction resulting from these and other
streamlining goals of the administration, USIA established a
buyout policy in partnership with Agency unions and opened a win-
dow from April 15 to May 31. We have had two successive buyout
periods to date.

During this period 258 Agency employees received buyouts. Each
buyout application was evaluated in terms of direct advantage to

the U.S. Government; that is, either reduction in grade of the va-

cated position through reorganization, elimination of a supervisory
position, creation of a vacant position for a retrained employee dis-

located by the restructuring, or abolishment of the position. Several
applications were turned down because they didn't meet the cri-

teria.

Through the use of this buyout authority and the voluntary re-

training and transferring of employees to vacated positions, the

Agency has achieved thus far a substantial staff reduction without
resorting to involuntary separation, which we had contemplated
last summer. Our streamlining has also doubled the span of control

in the newly created Information Bureau of supervisor-to-employee
ratio.

The policy and procedures for buyout were conceived in concert
with the partnership council, who endorsed the policy. We held an
open town meeting to discuss and clarify the procedures. We cir-

culated Q-and-A's; we established a hotline. And in addition we as-

sisted employees in considering voluntary departure. We contracted
for professional counseling and intensive outplacement assistance.

Training programs were implemented and a career placement cen-

ter was established.

I should note here that the total impact of our 1995 changes have
not been completely addressed by our efforts so far. We face cuts

principally related to the Broadcast Bureau consolidation. We will

reopen buyout opportunities before implementation of the legisla-

tion on March 31, but it is likely that some involuntary separations
will occur in fiscal year 1995. We must also confront projected

staffing reductions in fiscal year 1996.

USIA will make every effort to achieve this downsizing through
voluntary rather than through involuntary means. We will use the

buyout tools—early-out, retraining, counseling, whatever we can

—

and in all of the programs that have worked for us so well so far.

I would be happy to take any questions.

Ms. NORTON. Thank you very much, Mr. Stephens.
[The prepared statement of Mr. Stephens follows:]

Prepared Statement of Richard Stephens, Former Acting Associate Director
for Management, U.S. Information Agency

Madam Chairwoman and Members of the Subcommittee: It is a pleasure to be
here today to discuss the Agency's implementation of the government-wide buyouts
under the Federal Workforce Restructuring Act of 1994 (Public Law 103-226).

The buyout authority has been an important tool for USIA management in FY
94 in achieving its goals of obtaining substantial staff reductions while avoiding sep-

arations through reduction-in-force at the Agency.
The mandated Agency budget reduction for FY 95 originally included elimination

of 296 positions. The Agency began two major organizational changes as part of its

streamlining and budget reduction efforts. The Policy and Programs Bureau is being
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terminated. Many of the media, speaker and library support functions of that Bu-

reau and other parts of the Agency are being established in a new, technologically

sophisticated Information Bureau. In a second initiative, the non-military inter-

national broadcasting operations of the US Government are being consolidated. The
Bureau of Broadcasting and Radio Free Europe/Radio Liberty are being consolidated

in accordance with the International Broadcasting Act of 1994. These two changes

will streamline USIA and better equip the Agency to conduct public diplomacy in

the post-Cold War world.

In order to achieve the reduction resulting from these and other streamlining

goals of the Administration, USIA established a buyout policy in partnership with

Agency unions and opened a buyout window from April 15 to May 31, 1994.

During this period, 214 Agency employees received buyouts. Each buyout applica-

tion was evaluated in terms of direct advantage to the USG., e.g. reduction in grade

of the vacated position through reorganization, elimination of a supervisory position,

creation of a vacant position for an employee dislocated by the restructuring, or

abolishment of the position. (Six applications did not meet this criteria and were de-

nied.)

Through the use of this buyout authority and the voluntary retraining and trans-

fer of employees to vacated positions, the Agency achieved a substantial staff reduc-

tion without resort to involuntary separation, so far.

The buyout policy and procedures were conceived in concert with the Agency Part-

nership Council who endorsed the policy. An Agency open town meeting was held

in April 1994 to discuss and clarify the procedures for all interested Agency employ-

ees. Buyout Q & As were circulated extensively, and a buyout "hotline" was estab-

lished.

In addition, to assist employees in considering voluntary departure, the Agency

contracted for professional counseling and intensive outplacement assistance. A ca-

reer placement center was also established.

Some features of the Agency buyout policy:

Buyouts were offered broadly throughout Civil Service categories and grades. For-

eign Service Generalist positions were not included since the Agency complement

was already insufficient to meet staffing needs.

Early-out authority was obtained from OPM and buyout and earlyout authority

was offered to affected employees simultaneously to encourage voluntary departures.

Heads of Bureaus and independent offices approved buyouts with the concurrence

of the Director of Personnel. Once approved, an application was irrevocable absent

exceptional circumstances.
If disapproved by the approving official, a statement of the reason for disapproval

was provided to the employee. An appeal channel was also established.

An additional limited buyout was established late last month. Eligibility was lim-

ited to Civil Service employees who received notices of reassignment and/or change

to lower grade as a result of the restructuring. Four additional employees were ap-

proved for buyout.
A third buyout window was established for all Bureau of Broadcasting employees

from August 22 to September 16, 1994 to minimize the impact of involuntary reduc-

tions in FY 95 as a result of Broadcasting consolidation. Forty employees were ap-

proved for buyout during this window.
The total impact of the FY 95 changes has not been completely addressed by our

efforts thus far. We face additional cuts related principally to Broadcasting Bureau

consolidation. We will reopen buyout opportunities before expiration of the legisla-

tion on March 31, but it is likely that some involuntary separations will occur. We
also must confront projected staffing reductions in FY 96.

Response to Written Questions Submitted by Hon. Eleanor Holmes Norton
to the U.S. Information Agency

Question 1. Has your agency submitted a final streamlining plan to OMB for your

agency? If not, why not? Based on such plans, what, if any, significant changes does

your agency contemplate in its workforce? Do you anticipate that buyouts will en-

able your agency to avoid the need for RIFs to achieve required reduction? If not,

how many RIFs will be necessary.

Answer. The Agency has submitted a final streamlining plan to OMB. In addition

to reductions in senior-level, supervisory and support positions, the Agency antici-

pates major reductions as a result of Broadcast consolidation. Buyouts will continue

to minimize RIF impact, however, the Bureau of Broadcasting reductions will still

cause the RIF of approximately 100 employees.
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Question 2. How were your buyouts in FY 1994 targeted? How are you targeting

your FY 1995 buyouts?
Answer. During FY 1994, 258 employees received buyouts. Each buyout applica-

tion was evaluated in terms of direct advantage to the Agency, e.g. reduction in

grade of the vacated position through reorganization, elimination of a supervisory

position, creation of a vacant position for a retrained employee dislocated by the re-

structuring, or abolishment of the position. Applications which did not meet one of

these criteria were denied.

USIA plans to target its FY 1995 buyouts in a similar manner.
Question 3. Has your agency made any request of OMB to have itself exempted

from the personnel ceilings mandated in the Workforce Restructuring Act? If so,

why? If so, has the request been granted?
Answer. No, USIA has not made a request to OMB for exemption from the per-

sonnel ceilings mandated in the Workforce Restructuring Act. The Agency already

had in place negotiated procedures with respect to contracting out. No additional

procedures are required to comply with the Workforce Restructuring Act.

Question 4. What effect have buyouts and downsizing had on the percentage of

women and minorities at your agency?
Answer. We have not completed downsizing efforts at this time, and therefore,

cannot determine the ultimate impact on the percentage of women and minorities

in our workforce. However, a lower percentage of women and minorities took

buyouts than are currently represented in the workforce.

Question 5. What kind of effort did your agency make in advance surveying of em-
ployee interest in buyouts, consultation with employees and their union representa-

tives about your plans for utilizing buyouts, and counseling employees about their

buyout options?
Answer. USIA did not formally survey employee interest in advance, choosing to

rely instead on the take rates of other agencies including the GAO. Our buyout plan

was discussed with and endorsed by the Agency's partnership council. USIA pro-

vided intensive counseling for interested employees. An open town meeting was held

in April 1994 to discuss and clarify the procedures for all interested Agency employ-
ees. Buyout Q & A's were circulated extensively, and a buyout hotline was estab-

lished. In addition, to assist employees in considering voluntary departure, the

Agency contracted for professional counseling and intensive outplacement assist-

ance. An outplacement center was also established.

Question 6. To the extent you have received employee criticism of your agency's

buyouts, what were the nature of the criticisms? Has your agency structured its

buyouts for FY 1995 to address such concerns? Why or why not?

Answer. Our unions have been very supportive of the Agency's buyout program;
they recognize it was largely responsible for our ability to implement a major re-

structuring and downsizing in FY 1994 without RIF separations.

Question 7. What was your agency's supervisor-to-employee ratio before the FY
1994 buyouts? After these buyouts? What is the ratio anticipated after FY 1995
buyouts?
Answer. While overall, the supervisory ratio improved only slightly from the base

of 1:4.5, in the organizations affected by restructuring, the ratio doubled to 1:8.4.

The Bureau of Broadcasting will accomplish its reductions early in FY 1995 and ex-

pects to achieve a domestic workforce ratio of 1:5.7 by the end of the fiscal year.

Question 8. Are there any specific provisions of the Act which you feel have ham-
pered your ability to use buyout authority (such as the back-fill limitation or the

9% payment for early retirees)?

Answer. In general, USIA has been very pleased with the buyout authority. With-
out it, our heavy losses would have been forced rather than voluntary.

Ms. Norton. Is it two of the four of you who contemplate no
more buyouts?
Mr. Landers. None at GSA.
General Armstrong. None at NASA.
Ms. Suttenfield. No further buyouts at the Smithsonian.
Mr. Stephens. We will have a buyout.
Ms. Norton. Three of the four of you.

How were you able to achieve your goals so fast? Mr. Landers.
Mr. Landers. I don't know that
Ms. NORTON. And how are you so sure that in 1999 it will all

be over with what you have done in 1994?
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Mr. Landers. Well, I suppose there is nothing absolutely certain

at any time in our future, but based on the 1999 numbers that we
have today from OMB, assuming that those numbers stay put, and
I think we have reasonable assurance that that will be the case,

then we are either at or within striking distance of the—or will be
in January of 1995 when the people who take the buyout have de-

parted, we will be at our 1999 number.
Ms. NORTON. When I say—I am asking how it happened. Did at-

trition work more for you? Did the freeze do it?

Mr. Landers. Let's see. The buyout was 2,400-plus. I don't have
the—I don't have the freeze number. I think it is in the range of

1,800. So it is a pretty good mix. Slightly heavier on the buyout.
I can get those precise numbers for you if you would like.

[The information referred to follows:]

The number of GSA employees who left the agency through normal attrition (not

associated with the buyout) from October 1, 1993 through January 31, 1995 is esti-

mated to be 1,340. Actual attrition during fiscal year 1994 was 1,290.

Ms. Norton. Yes. Because of course before the buyouts, I sup-
pose shortly after the administration came in, there was a freeze,

was there not, some sort of freeze on how you could hire in the first

place?
Mr. Landers. In our case, yes.

Ms. Norton. And this gave you a headstart perhaps toward
meeting your goal?
Mr. Landers. Oh, yes, of course. Right.

Ms. Norton. Mr. Armstrong.
General Armstrong. Well, in NASA's case, our fiscal problem

started prior to the Governmentwide initiative for the buyout. In

fact, we fashioned a NASA-only buyout which we thought, up until

the 5th of August last year, had a chance of being passed. So our
buyout was targeted to reduce the numbers of FTE so that we
could meet the budget levels that we had.
We needed to achieve 825 buyouts in order to hit the end

strength at the end of 1994. When we received, much to our sur-

prise, over 2,000 applications, we elected to take more buyouts
than we initially planned because we weren't restricted by the dol-

lars available in the Governmentwide buyout, so we took an addi-

tional 400.
NASA's plan for downsizing has been to reduce 400 FTE's per

year throughout the rest of the 5 years on a 13 percent glide slope.

By taking an additional 400, what we actually did was, instead of

trying to hit the start of 1995, we actually hit the end of 1995 and
took one whole year. Therefore, that sent the clear signal that we
did not need to use the buyout again before it expired in March to

achieve those decreases. So that is the degree of certainty that we
have; in fact, that we will not need it this next year.

Ms. Norton. Ms. Suttenfield.

Ms. Suttenfield. I should clarify that even though we have met
our downsizing target of 229 employees, which is the target

through the end of fiscal year 1995, we know from our targets from
OMB that we will be required to come down by an additional 300
employees between 1995 and the end of 1999.

While we do not intend to offer the buyouts again next year, and
we have no immediate plans for reductions in force, clearly we
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have to continue with our restructuring efforts over the next sev-

eral years. We expect to be able to meet our targets through attri-

tion and through our own strategic planning processes. That isn't

to say, however, that as we undertake restructuring that we may
be identifying some functions which would have to be downsized or

abolished and in due course then we might be abolishing some po-

sitions; but we will have to see how that plays out. For now, we
have no plans to offer further buyouts.
Ms. NORTON. Rather than ask you the same questions I asked

the agencies that came before, I am going to submit our questions

to you for the record, with the addition of questions concerning
your budget and the service contracts, the amount of service con-

tracts also found in your budget.
Thank you very much for this very important testimony.

Could I have the union panel: Ms. Kitty Peddicord for the AFGE;
Ms. Maureen Gilman for the National Treasury, NTEU; Mr. Josh
Bowers for the National Federation of Federal employees; Mr.
Chris Sullivan for the National Association of Government Employ-
ees; and Mr. Paul Almeida for the International Federation of Pro-

fessional and Technical Engineers.

STATEMENTS OF KITTY PEDDICORD, DIRECTOR, WOMEN'S
AND FAIR PRACTICES DEPARTMENT, AMERICAN FEDERA-
TION OF GOVERNMENT EMPLOYEES; MAUREEN GILMAN,
LEGISLATD7E DIRECTOR, ACCOMPANIED BY ROBERT M.
TOBIAS, NATIONAL PRESIDENT, NATIONAL TREASURY EM-
PLOYEES UNION; JOSH BOWERS, STAFF COUNSEL, ACCOM-
PANIED BY JEFFREY SUMBERG, DEPUTY GENERAL COUN-
SEL, NATIONAL FEDERATION OF FEDERAL EMPLOYEES;
CHRIS SULLP/AN, LEGISLATD7E DIRECTOR, NATIONAL ASSO-
CIATION OF GOVERNMENT EMPLOYEES; AND PAUL E.

ALMEIDA INTERNATIONAL PRESIDENT, INTERNATIONAL
FEDERATION OF PROFESSIONAL AND TECHNICAL ENGI-
NEERS
Ms. Norton. You may proceed.
Ms. Peddicord. Madam Chairman, I am Kitty Peddicord, Wom-

en's and Fair Practices Director of the American Federation of Gov-
ernment Employees.
Ms. NORTON. Could I ask that each of you summarize your testi-

monies, given the hour; and I will admit, with pleasure, your full

testimony into the record.

Ms. Peddicord. Thank you, Madam Chairwoman.
On behalf of the 700,000 Federal employees represented by

AFGE, I appreciate the opportunity to appear before this panel
today to discuss both the Federal Government's employee buyout
program, as well as legislation that the Chairwoman has intro-

duced to prevent agencies from abusing the buyout program by re-

placing bought-out Federal employees with service contractor em-
ployees.

As you know, Madam Chairwoman, AFGE strongly supported
the buyout program. Allowing the Government to use separation
initiatives to induce Federal employees, particularly those in man-
agement, to leave their jobs voluntarily in order to avoid the impo-
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sition of outright reductions in force was clearly the right thing to

do.

However, let me say that AFGE continues to have concerns
about the buyout program's emphasis on savings at the expense of

performance. While some would contend that the Governmentwide
FTE downsizing target established in the Federal Workforce Re-
structuring Act was not wholly arbitrary, we think all would agree
that it was not a result of rigorous analysis; that is to say, prior

to the establishment of the FTE downsizing requirement, no at-

tempts were made to determine, on the one hand, what types of

services the government should provide to the public, and on the
other hand, what types of employees and how many employees are
needed to provide those services in an efficient and effective man-
ner.

The Government's downsizing in the dark has had two serious

consequences: First, FTE reductions are forcing many short-staffed

agencies to use contractors to perform required services, even
though it has been proven that it would be less expensive to do the
work in house.

Let me take a few moments to discuss the public/profit compari-
son process required by OMB Circular A-76. Even when that proc-

ess proves that it would be more efficient to render the service in-

house, the Government often still insists that it be contracted out,

cost savings be damned. As OMB reported earlier this year, several

agencies, including USDA, HHS, HUD, State, Education, and
Treasury, as well as EPA, admitted that they could have saved sev-

eral million dollars by performing the functions directly rather
than having them performed by contractors, but did not do so be-

cause either their request to OMB to take on the necessary FTE's
was refused or the agencies were so sure such requests would be
refused that they were not even submitted.

Second, reinvention plans are being disrupted. Despite being pre-

sented with often arbitrary FTE downsizing targets, several agen-
cies are attempting to implement significant reforms simulta-

neously with their work force reductions. Some of these ambitious
efforts to improve delivery of service will last as long as 5 years.

It is common sense that an agency should retain flexibility with re-

spect to its personnel needs until the completion of its restructur-

ing. At the same time, some agencies need to maintain personnel
flexibility in order to adapt to new laws and regulations. Con-
sequently, we suggest that the buyout authority scheduled to ex-

pire next March be extended for 2 more years for all agencies.

Please understand that we are not suggesting that Congress re-

visit the Governmentwide FTE downsizing target. We are simply
suggesting that agencies be given more time to offer buyouts in

order to accommodate their restructuring efforts. In fact, Congress
might condition the provision of extended buyout authority, giving

it only to those agencies that demonstrate a firm commitment to

reinvention. Such a scheme would ensure that buyouts would lead

to gains in productivity, as well as increases in savings.

I will now discuss the legislation, H.R. 4488. It highlights the

loopholes in the Federal Workforce Restructuring Act and does

much to tighten them. However, a few significant loopholes in the
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act would still be left unaddressed even if amended by this impor-
tant legislation.

The first significant loophole in this provision requires the Presi-

dent to take appropriate action to ensure that there is no increase
in the procurement of service contracts by reason of the enactment
of this act except in cases in which a cost comparison demonstrates
such contracts would be to the financial advantage of the Federal
Government.
What exactly is "appropriate action"? The act does not define this

highly ambiguous term. If the President fails to take "appropriate
action", how can this be challenged? What penalty is imposed if the
President is found to have failed to take appropriate action? Would
the cost comparison exception apply in the case of an agency that
can only perform a function by using a service contractor because
its FTE authorization is insufficient for in-house performance? In
other words, if an FTE ceiling allocated to an agency resulted in

such a reduction in the total number of employees that a function
could no longer be performed in-house, how could a valid compari-
son be conducted and would it be permissible to contract out since
that would be the only way to perform the function?
As it is now written, H.R. 4488 would not prevent agencies from

replacing bought-out Federal employees with temporary and part-
time employees. Consequently, we suggest that the bill's prohibi-
tion on the use of service contractor employees be broadened to in-

clude part-time and temporary employees as well.

Finally, we have some concerns about the legislation's use of the
term "duties and responsibilities." Senior agency management has
been very creative in concealing efforts to replace bought-out Fed-
eral employees with service contract employees. In fact, it is very
difficult to establish direct links between the duties and respon-
sibilities performed by bought-out Federal employees and those du-
ties and responsibilities performed by service contract employees
hired to replace them.

Instead of "duties and responsibilities," Madam Chairwoman, we
suggest that your legislation use the term "function" for the rea-
sons described in our written statement.
Thank you again, Madam Chairwoman, on behalf of AFGE's

membership for your effort to prevent abuses in the buyout pro-
gram. We strongly support H.R. 4488, and we look forward to

working with you to achieve its enactment.
That concludes my testimony, and I will be happy to answer any

questions.

Ms. Norton. Thank you very much.
[The prepared statement of Mr. Sturdivant follows:]

Prepared Statement of John N. Sturdivant, President, American Federation
of Government Employees

introduction

Madam Chairman and Members of the Subcommittee, I am John N. Sturdivant,
National President of the American Federation of Government Employees, AFL-
CIO. On behalf of the 700,000 federal employees represented by AFGE, I appreciate
the opportunity to appear before this panel today to discuss both the federal govern-
ment's employee buy-out program as well as legislation that the Chairwoman has
introduced to prevent agencies from abusing the buy-out program by replacing
bought-out federal employees with service contractor employees.
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Before proceeding any further, Madam Chairwoman, let me tell you how much
AFGE's membership appreciates your leadership on issues relating to making the
federal government more effective. More than a few Members of Congress have built

entire careers out of thoughtless attacks on federal employees, perhaps taking their

cues from President Clinton's two predecessors.

On the other hand, you, Madam Chairwoman, have always acted according to the
principle that the federal government cannot be reinvented without the active par-
ticipation of its workforce. Emphasizing cooperation instead of confrontation may
not produce a lot of lurid headlines and simplistic sound-bites, but any effort to

make the federal government more responsive to the American people is plainly

doomed to failure if it does not take into account the opinions and concerns of its

workforce. Thank you again for your unfailing willingness to give careful consider-

ation to the views of federal employees.

EVALUATING THE BUY-OUT PROGRAM

As you know, Madam Chairwoman, AFGE strongly supported the buy-out pro-

gram. Allowing the government to use separation incentives to induce federal em-
ployees, particularly those in management, to leave their jobs voluntarily in order
to avoid the imposition of outright reductions-in-force (RIFs) was clearly the right

thing to do.

However, let me say that I continue to have concerns about the buy-out program's
emphasis on savings at the expense of performance. I know that you share my con-

cerns, Madam Chairwoman, because you have addressed them yourself with great
eloquence and insight on several occasions.

While some would contend that the government-wide Full-Time Equivalent (FTE)
employee downsizing target established in the Federal Workforce Restructuring Act
was not wholly arbitrary, I think all would agree that it was not the result of any
rigorous analysis. That is to say, prior to the establishment of the FTE downsizing
requirement, no attempt was made to determine, on the one hand, what types of

services the federal government should provide to the public and, on the other hand,
what types of employees and how many employees are needed to provide those serv-

ices in an efficient and effective manner. As management experts are increasingly

pointing out, firms in the private sector that have downsized prior to making in-

formed decisions about the services to be provided and the size of the workforce nec-

essary to provide those services have encountered significant difficulties. Peter
Drucker, a highly-respected business guru, told The Wall Street Journal recently

that "We are seeing way too many amputations before the diagnosis."

The federal government's own downsizing in the dark has had two serious con-

sequences:
1. FTE reductions are forcing many short-staffed agencies to use contractors to per-

form required services—even though it has been proven that it would be less expen-

sive to do the work in-house.

In elaborating on this point, I need to take a few moments to discuss the much-
maligned, and justifiably so, public/profit comparison process required by OMB Cir-

cular A-76. Even when that process, tilted though it is in favor of contractors,

proves that it would be more efficient to render a service in-house, the federal gov-

ernment often still insists that the service be contracted out—cost savings be
damned!
As OMB reported earlier this year, several agencies—including the Departments

of Agriculture, Health & Human Services, Housing & Urban Development, State,

Education and Treasury, as well as the Environmental Protection Agency—admitted
that they could have saved several million dollars by performing functions directly

rather than having them performed by contractors, but did not do so because either

their requests to OMB to take on the necessary FTEs were refused, or the agencies

were so sure such requests would be refused that they were not even submitted. 1

1 Summary Report of Agencies' Service Contracting Practices, OMB (January 1994), p. v.

"Agencies often assume that additional government personnel will not be authorized and, there-

fore, there is no alternative but to contract for needed services. Several agencies requested that

they be given more budget flexibility with respect to determining whether work should be per-

formed by agency or contractor staff. Examples were reported, where the government (based on
the agencies projections) could save several millions of dollars by performing functions directly

rather than having them performed by contract." In the report's Appendix 2, p. 30, OMB re-

ported that it was the consensus of the agencies it surveyed that "OMB needs to review the

cost effectiveness of bring contracted work in-house when there aren't sufficient Full Time
Equivalents (FTE) to perform the work. More flexibility with the budget limitation of FTEs is

necessary when it can be demonstrated through studies that it would be less expensive to per-

form the work in-house but government personnel ceilings prevent that decision."



87

Although appalling, this is a natural consequence of downsizing in the dark, and
it is likely to grow worse as the workforce reductions increase. Instead of FTE con-

trols, Congress should define the scope of an agency's mission. Only when it is un-
derstood what work an agency is to perform can the appropriate level of staffing

be realistically determined. Clearly, agencies must be given much greater flexibility

in using their budgetary resources so that funding for contracting out purposes can
be used to hire additional FTEs in the event a public/profit comparison process indi-

cates that it would be more effective and efficient to render a particular service in-

house.
2. Reinvention plans are being disrupted. Despite being presented with often

arbitrary FTE downsizing targets, agencies like the Department of Agriculture have
attempted to implement significant reforms simultaneously with their workforce re-

ductions. Some of these ambitious efforts to improve delivery of services will last

as long as five years. It's common sense that an agency should retain flexibility with
respect to its personnel needs until the completion of its restructuring. At the same
time, some agencies need to maintain personnel flexibility in order to adapt to new
laws and regulations. For example, many job cuts at the Department of Transpor-
tation are likely to come from procurement offices. The department's administrators
have said publicly that they need to determine how the procurement reform law
winding its way through Congress will work before actually making those cuts.

I suggest that the buy-out authority, scheduled to expire next March, be extended
for two more years for all agencies. As you know, the FY 1995 Defense Authoriza-
tion Act, which has passed both chambers of Congress and now awaits the Presi-
dent's signature, would extend buy-out authority for the Department of Defense
(DoD) from September 30, 1997, to September 30, 1999.

Please understand that I am not suggesting that Congress revisit—let alone
change—the government-wide FTE downsizing target. I am simply suggesting that
agencies be given more time to offer buy-outs in order to accommodate their restruc-
turing efforts. In fact, Congress might condition the provision of extended buy-out
authority, giving it only to those agencies that demonstrate a firm commitment to
reinvention. Such a scheme would ensure that buy-outs would lead to gains in pro-
ductivity as well as increases in savings.

Last October, we pointed out in testimony before two House Post Office and Civil
Service Subcommittees that the Federal Workforce Restructuring Act would leave
senior agency managers with "sole authority to decide which groups of employees
will be eligible for separation incentives, (ignoring the fact) that the perspective of
workers is invaluable in identifying areas of the government where service can be
improved despite job cuts, or at least where the smallest detrimental effects to poli-

cies and programs would result." As passed, the Act included no statutory require-
ment that agencies take into consideration the concerns of rank-and-file federal em-
ployees when determining eligibility for buy-outs. The record of the partnership
councils on this matter has proven to be uneven.
However, the consequences of downsizing in the dark—the disruption of genuine

reinvention efforts and cost-inefficient contracting out because of artificial FTE
shortages—will never be addressed without the systematic involvement of rank-and-
file federal employees in determining eligibility for buy-outs. With apologies to social
scientists, political appointees, and even Members of Congress, the people who know
best how personnel changes will affect a reinvention scheme and which employees
should be retained in order to meet statutory service responsibilities are, of course,
rank-and-file federal employees. Failure to use these valuable resources in deter-
mining eligibility for buy-outs is stupid and wasteful. Again, I urge Congress to
amend the Workforce Restructuring Act to ensure that rank-and-file federal employ-
ees are systematically involved in determining eligibility for buy-outs through their
representatives on the partnership councils.
There is broad agreement that several layers of middle management need to be

eliminated if the federal government is to become a more effective and more efficient
service provider. Clearly, federal employees on the front lines, those who deal di-
rectly with the public, will never be empowered to reduce administrative expenses
and streamline service delivery without significant cutbacks in management. As
President Clinton has said, the supervisory/non-supervisory ratio should be de-
creased from 1:7 to the prevailing private sector rate of 1:15 over the next several
years.

OPM is still collecting data and is unable to provide information for the govern-
ment as a whole with respect to what effect, if any, the buy-outs have had on the
supervisory/non-supervisory ratio. Data collected by individual agencies does not yet
show a clear picture. For example, at the National Aeronautics and Space Adminis-
tration, there has been a slight improvement in the supervisory/non-supervisory
ratio, although it is still far too high. At DoD, however, the average grade of a buy-
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out recipient, as of last June, according to a recent issue of the Federal Times, was
GS-9, suggesting that there will be little, if any, improvement in the supervisory/

non-supervisory ratio in that department.
Clearly, one of the main objectives of downsizing is to improve the supervisory/

non-supervisory ratio. In order to ensure that downsizing does not strip the federal

government of its most valuable employees, i.e., those who actually deliver services

to the public, it is imperative that agencies and organizations that represent rank-

and-file federal employees have access to accurate, up-to-the-minute data on how
the buy-out program is affecting the supervisory/non-supervisory ratio. I urge Con-

gress to require OPM to collect this data regularly and make the results readily

available. I am eager to see the final results of the comprehensive buy-out survey

OPM is conducting. If it turns out that the buy-out program is not contributing to

an improvement in the federal government's supervisory/non-supervisory ratio, it

may be necessary for Congress to at least partially restrict eligibility for the buy-

outs to management personnel.

I have one additional suggestion for increasing the attractiveness of the buy-out

option to federal employees so as to obtain the need for costly and demoralizing

RIFs. In April, after considerable lobbying by AFGE and other federal employee

unions, OPM granted a waiver to employees taking buy-outs, allowing them to con-

tinue their health insurance into retirement even if they have not been enrolled in

the Federal Employees Health Benefits Program (FEHBP) for a full five-year period

prior to retirement. Together with cash incentives, the option of continued coverage

under FEHBP gives federal employees considering the buy-out option an important

measure of economic security as they look for new employment. As Republicans and
Democrats alike have pointed out, one of the worst failures of the current health

care system is that the fear of losing coverage ties workers to jobs they would other-

wise leave. In the event buy-out authority under the present program is extended

or additional buy-out programs are enacted, I urge Congress to explicitly include the

waiver in any future legislation.

SERVICE CONTRACTING ABUSES

Before addressing the legislation, let me take a few moments to put into a broader

context the service contractor abuses H.R. 4488 would address. That service contrac-

tors have managed to perpetrate significant abuses in virtually every federal agency

into which they have been given entree, and that these significant abuses have re-

sulted in massive cost overruns and shoddy work are not opinions but facts, estab-

lished in report after report from the non-partisan General Accounting Office (GAO)
as well as OMB.
The latest independent corroboration of the crisis in contracting came from a GAO

report released earlier this year, entitled GOVERNMENT CONTRACTORS: Meas-

uring Costs of Service Contractors Versus Federal Employees. This report surveyed

nine different studies on service contracting and found that in each case savings,

often substantial, could have been realized if the work had been done in-house.

When one remembers that OMB reported earlier this year that service contracting

is the fastest growing area of federal procurement, now accounting for about $105

billion of the $200 billion spent each year for goods and services, the report's find-

ings of significant waste in the relatively small number of contracts surveyed be-

come downright terrifying.

Considering that the 2,100,000 employees who make up the entire federal

workforce earned a combined $89 billion in salary last year, I can conservatively es-

timate that the $105 billion spent last year on thousands and thousands of labor-

intensive service contracts means that the service contractor workforce consists of

2,000,000 employees.
I apologize for not being able to provide the Subcommittee with a precise figure,

but then our friends at OMB cannot provide one either—and that's their job. And,

absent the force of legislation like Madam Chairwoman's bill to require OPM to de-

velop and implement a system for determining the number of persons employed

under federal service contracts (H.R. 4487), the light of truth will never begin to

shine on this shadow government.

REFORMING THE BUY-OUT PROGRAM

H.R. 4488 highlights the loopholes in the Federal Workforce Restructuring Act

and does much to tighten them. However, four significant loopholes in the Act would

still be left unaddressed even if amended by this important legislation. The first sig-

nificant loophole I will discuss, the Act's limitation on service contracts, is itself

made up of four different loopholes. This provision requires the President to "take

appropriate action to ensure that there is no increase in the procurement of service
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contracts by reason of the enactment of this Act, except in cases in which a cost

comparison demonstrates such contracts would be to the financial advantage of the

Federal Government."
What exactly is "appropriate action'? The Act does not define this highly ambigu-

ous term.
If the President fails to take "appropriate action", how can this dereliction be chal-

lenged?
What penalty is imposed if the President is found to have failed to take "appro-

priate action"?

Would the cost comparison exception apply in the case of an agency that can only

perform a function by using a service contractor because its FTE authorization is

insufficient for in-house performance? In other words, if an FTE ceiling allocated to

an agency resulted in such a reduction in the total number of employees that a func-

tion could no longer be performed in-house, (a) how can a valid comparison be con-

ducted, and (b) would it be permissible to contract out since that would be the only

way to perform the function? As I mentioned previously, this is a serious problem.

Even OMB has reported that many agencies have been so stripped of resources

through the downsizing process that they are having to use service contractors to

perform functions required by law, even though such functions could be performed

at a lower cost in-house.

I will now discuss the second significant loophole in the buy-out law. Although
the Act establishes ceilings on the total number of FTE positions for the next six

years, no sub-ceilings are established for individual agencies. Consequently, while

the government-wide ceiling is reduced by one position for each vacancy created by
an employee who takes a buy-out—excluding the number of FTE positions in DoD,
Central Intelligence Agency, and GAO—there is no requirement that there also be

a reduction in the number of FTE positions allocated to the individual agency that

authorized the buy-out.

The third significant loophole concerns temporary and part-time employees. H.R.

4488 would not prevent agencies from replacing bought-out federal employees with

temporary and part-time employees. As you know, senior agency managers do not

just replace bought-out federal employees with service contractor employees. Tem-
porary and part-time employees are used as well. Consequently, I suggest that the

bill's prohibition on the use of service contractor employees to replace bought-out

federal employees be broadened to include part-time and temporary employees as

well.

The fourth significant loophole is merely potential. Nevertheless, it could prevent

this important legislation from preventing much service contracting abuse. H.R.

4488 would prohibit any person under a contract with the government to undertake
the duties and responsibilities that were performed by an employee who accepted

a buy-out. I have some concern about the legislation's use of the term duties and
responsibilities. Senior agency management can be very creative in concealing ef-

forts to replace bought-out federal employees with service contractor employees. In

fact, it is very difficult to establish direct links between the duties and responsibil-

ities performed by bought-out federal employees and those duties and responsibil-

ities performed by service contractor employees hired to replace them.
For example, imagine an agency that has six FTE maintenance employees, one

of whom has accepted a buy-out. That bought-out employee's duties and responsibil-

ities consisted of maintaining the third floor in one of the agency's office buildings.

Under your legislation, Madam Chairwoman, it appears to me that the agency could

not contract out for the maintenance of the third floor. However, that agency could

reassign one of the five remaining maintenance employees to the third floor, and
then arrange for a service contractor to perform the duties and responsibilities for-

merly handled by the reassigned employee, and still not be in violation of the Act,

even as amended by H.R. 4488.
Instead of duties and responsibilities, Madam Chairwoman, I suggest that your

legislation use the term "function". It is much easier to establish direct links be-

tween the function performed by bought-out federal employees and service contrac-

tor employees brought in to replace them than it is to establish direct links between
their duties and responsibilities. If H.R. 4488 provided that none of the functions

performed by employees leaving the federal government under the buy-out program
could be performed by service contractor employees, then, under our hypothetical,

I think the agency would be prohibited from contracting out for any additional

maintenance work.
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CONCLUSION

This morning, I have spoken at great length about the consequences of downsizing
in the dark. Before concluding my testimony, I would like to share with the Mem-
bers of this Subcommittee a story which shows the sort of subterfuge to which sen-

ior agency managers will resort in order to make it appear that their agencies are
operating under the FTE ceiling.

The FY 95 FTE ceiling at a certain Veterans Affairs (VA) medical center would
require a RIF of forty employees. The facility's director understands that a staff so

depleted would be unable to provide essential services. To his credit, the director

has not yet proposed to offset the in-house staff shortage by hiring service contractor

employees. While the facility could easily disguise the hiring of contractor employ-
ees—since they are inexplicably not counted towards the FTE ceiling—he knows full

well that RIF-ing federal employees and replacing them with contractor employees
would eliminate any cost savings and decrease the quality of service.

Instead, the director has come up with a novel approach. He would insist that

many of the facility's employees be put on "non-pay" status for one day in each pay
period. In effect, much of the workforce would be converted into part-time employ-
ees. Implementation of this proposal would "reduce" the number of FTE employees
by 20%, or forty employees, thus allowing the facility to faithlessly achieve its

downsizing target. Those employees suddenly changed to part-time status would be
given an opportunity to work overtime so they would not experience a drop in take-

home pay. Nonetheless, their level of compensation would be diminished. Affected

employees would suffer reductions in retirement contributions, leave accruals, serv-

ice computation dates, and life insurance amounts because their base pay would go
down. We contend that this scheme cannot be mandatorily imposed because it is

nothing more than a conversion of existing full-time positions to part-time positions

and such a conversion affecting current employees is forbidden under the law.

If the affected employees challenge this proposal, it is likely they will be RIF-ed
and the agency will then attempt to hire contractor employees in order to fulfill

their service responsibilities. If contracting is disallowed, then the facility may close

and the remaining employees will lose their positions.

Madam Chairwoman, as I said earlier, FTE ceilings must reflect accurate staffing

needs as determined by in-depth analyses of the work to be done. If current staffing

exceeds the appropriate amount, then reductions in the workforce may be called for;

and, in that event, buy-outs would be appropriate. But when FTE ceilings are estab-

lished without regard to an agency's actual service responsibilities, we should not

be surprised that managers contract out to make up for in-house staff shortages

—

even if they know such decisions to be cost-ineffective—or resort to unlawful yet in-

ventive schemes like the one I just mentioned. Clearly agencies must be given great-

er flexibility in using their budgetary resources so that funding for contracting out

purposes can be used to retain the existing in-house workforce or hire additional

FTE employees in the event that it would be more effective and efficient to render
a particular service in-house.

You know, Madam Chairwoman, it takes a prodigious intellect to come up with
a scheme like the one I just discussed. I can only imagine what sort of money-sav-
ing, service-improving reinvention plans that fellow might devise if he didn't have
to spend all of his time thinking up new ways to secretly break through his facility's

FTE ceiling.

Thank you again, Madam Chairwoman, on behalf of AFGE's membership, for your
effort to prevent abuses in the buy-out program. We strongly support H.R. 4488 and
we look forward to working with you to achieve its enactment.
That concludes my testimony. I would be happy to answer any questions.

Response to Written Questions Submitted by Hon. Eleanor Holmes Norton
to The American Federation of Government Employees

Question 1. What level of involvement in agency buy-out plans did your union
have?
Answer. AFGE's involvement in agency buy-out plans has been minimal. Our

main concern with respect to buy-outs is ensuring that they are targeted at the ap-

propriate parts of the workforce. There is broad agreement that several layers of

middle management need to be eliminated if the federal Government is to become
a more effective and more efficient service provider. Federal employees on the front

lines, those who deal directly with the public, will never be empowered to reduce

administrative expenses and streamline service delivery without significant cut-

backs in management. As President Clinton has said, the supervisor/non-supervisor

ratio should be decreased from 1:7 to the prevailing private sector rate of 1:15 over
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the next several years. Since buy-outs were first offered, the Office of Personnel
Management (OPM) has failed to provide Congress and representatives of federal

employees with accurate information as to what effect, if any, the buy-outs have had
on the supervisor/non-supervisor ratio. Such information is necessary to prevent
down-sizing from stripping the federal government of its most valuable employees,
i.e., those who actually deliver services to the public. Therefore, AFGE urges Con-
gress to require OPM to monitor this issue more closely during Fiscal Year 1995.

Question 2. To the extent you have received employee criticism of agencies' buy-
outs, what was the nature of the criticism?

Answer. Most of the criticism we have received from our membership about the
federal government's use of buy-outs has centered on attempts by various agencies
to back out of agreements they had made with employee representatives to offer

buy-outs. A member in one of our locals at the Department of Housing and Urban
Development (HUD) reported that the agency had significantly reduced the number
of buy-outs to be offered as well as the time to consider taking advantage of such
separation incentive payments, ostensibly at the behest of OPM or the Office of
Management and Budget (OMB). However, both agencies denied ordering HUD to

abrogate the agreement.
And, as you know, having referred the case to us yourself, AFGE Local #2782 al-

leges that the Census Bureau has reneged on an agreement to offer buy-outs in Fis-
cal Year '95. Our AFGE staff in District #14 is currently investigating this allega-

tion.

An agency that backs out of an agreement to offer buy-outs does more than hurt
feelings. Employees make major life-changing decisions based on management's buy-
out announcements. In both cases mentioned in this letter, it is likely that the agen-
cy simply miscalculated how many buy-outs it would be allowed to offer by OPM.
Therefore, AFGE suggests that Congress require agencies to coordinate their actions
more closely with OPM and OMB in order to ensure that the agreements agencies
make to offer buy-outs are ones that can be kept.

Another criticism concerns the delay that occurs between the time it is decided
that reductions-in-force (RIFs) are to be made and the time when that decision is

to be announced to the affected employees. This delay occurs because of the require-
ment that Members of Congress who represent potentially RIF-ed employees be in-

formed first. During this notification process, agencies frequently resort to a sus-
picious silence or disconcerting euphemisms, like "I wouldn't buy a house in this
area if were you." Needless to say, both approaches tend to cause greater anxieties
than if an agency simply told employees that RIFs were imminent and that all con-
cerned should plan accordingly. In addition, the earlier such information is shared,
the sooner employees can make informed decisions about such important things as
whether to take buy-outs. While sympathetic to the need to keep Members of Con-
gress fully-informed about RIFs in the areas they represent, AFGE urges Congress
and agencies to accelerate this process so that those most directly affected by RIFs
can more quickly begin the difficult process of re-building their lives.

While an isolated case, the way in which buy-outs were handled by the Interstate
Commerce Commission (ICC) is so egregious that it deserves special attention. As
a result of drastically-reduced funding in the Department of Transportation and Re-
lated Agencies Appropriations Bill for Fiscal Year '95 (H.R. 4456, P.L. 103-331), the
positions of almost one-third of ICC's workforce were eliminated in what may well
be the first Congressionally-mandated RIFs targeted at a specific agency. Complicat-
ing matters significantly was ICC's staunch refusal to offer buy-outs. As a result of
prompt legal action at the AFGE district level and the threat of legislative recourse
at the national level, the agency's management finally caved in, offering priority
placement and out-placement services as well as buy-outs. Ultimately, only slightly
more than 50 employees were involuntarily separated. If ever there were a time
when an agency should have used buy-outs to reduce the number of costly and de-
moralizing RIFs brought about by a sudden and draconian down-sizing, this was it.

I am still baffled by ICC's refusal to offer buy-outs until forced to do so by the rep-
resentatives of its workforce. In the event other agencies are threatened with mas-
sive down-sizing in the next Congress, AFGE will monitor the situation closely to
determine if management is making full use of its buy-out authority. Needless to
say, we will keep you and your staff fully informed about such situations.

Finally, AFGE remains concerned about attempts by agencies to replace bought-
out federal employees with contractor employees. We appreciate your efforts to deal
with this problem with H.R. 4488, which would have expressly forbidden such ac-
tions.

Ms. Norton. Ms. Gilman.
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Ms. Gilman. Thank you, Madam Chair. I am Maureen Gilman,

legislative director for the National Treasury Employees Union.

Due to the lateness of the hour, I will very briefly make a couple

of points and submit the rest of my statement for the record.

Ms. NORTON. I would appreciate everyone doing that. I have got

to be someplace shortly.

Ms. Gilman. OK. NTE strongly supports H.R. 4488, which would
amend the Federal Workforce Restructuring Act to provide a prohi-

bition against contracting out work that had been previously per-

formed by employees whose jobs have been eliminated through the

use of buyouts. As has been pointed out here earlier, we think that

there are—that your bill would solve a major problem that has

been created through the legislation that sets FTE ceilings without

setting a corresponding balance, so that work is not just contracted

out a wholesale basis.

The fact that service contracts are not subject to A-76, the OMB
Circular A-76, is a major problem as well. We would like to see

that applied to service contracts as it is now applied to commercial

contracts.

Just one thing that I would like to quote briefly. Several of the

panelists from the administration quoted the National Performance

Review, and what was supposed to be the object of the legislation

aimed at downsizing. And just to correct the record, I have got the

National Performance Review here. And FTE ceilings was exactly

the opposite of what was proposed by Vice President Gore in the

National Performance Review.
As a matter of fact, the action that he promoted states, from the

NPR report at page 19: "OMB and agencies will stop using full-

time equivalent ceilings, managing and budgeting instead with ceil-

ings on operating costs to control spending."

This section goes on to state that as we redesign the Government
for greater accountability, we need to use budgets rather than FTE
controls to drive our downsizing. FTE's are frequently arbitrary,

rarely account for changing circumstances, and are normally im-

posed as across-the-board percentage cuts in FTE's for all of an

agency's units, regardless of changing circumstances. Consequently,

they must contract out work that could be done better and cheaper

in-house when they are managing to FTE's.

We think the fact the FTE caps were included in the buyout leg-

islation is a problem. There needs to be a balance so that when
agencies bump up against their caps, they are not just free to send

the work outside. And I think your legislation addresses that, and
we support it strongly.

Thank you.
Ms. Norton. Thank you very much.
[The prepared statement of Mr. Tobias follows:]

Prepared Statement of Robert M. Tobias, President, National Treasury
Employees Union

Madam Chairwoman and Members of the Subcommittee, I am Robert Tobias, Na-

tional President of the National Treasury Employees Union (NTEU). On behalf of

the over 150,000 federal workers represented by NTEU, I appreciate your invitation

to appear before your Subcommittee today on H.R. 4488, important legislation ad-

dressing contracting out and its impact on agencies' reinvention efforts.

This hearing is timely. At the same time that agencies are being asked to

downsize, the number of contractors doing business within the government and
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their costs are rising. In January, the Office of Management and Budget (OMB) is-

sued its "Summary Report of Agencies' Service Contracting Practices." OMB found
that service contracts are the "fastest growing area of government procurement," ac-
counting for $105 billion of the government's $200 billion FY 1992 procurement pro-
gram." Moreover, from fiscal year 1989 to fiscal year 1992, the number of contrac-
tors doing business within the government rose from 62,819 to 82,472. This is espe-
cially alarming when one considers that contracts may be initially awarded without
any cost/budget analysis. OMB in its report found that cost analyses and independ-
ent government cost estimates are not performed by many agencies prior to the re-

newal, extension, or even re-competition of existing contracts.

I commend you, Madam Chairwoman, for introducing and holding this hearing on
H.R. 4488. NTEU strongly supports this legislation which seeks to amend the Fed-
eral Workforce Restructuring Act of 1994 and provide a blanket prohibition against
contracting out work that had previously been performed by employees whose jobs
have been eliminated through the use of buy outs. As signed into law, the Federal
Workforce Restructuring Act had insisted only that an agency perform a cost com-
parison before contracting out the work. Your bill is a much more preferable solu-
tion.

As you know, the performance of commercial government activities by outside con-
tractors is subject to OMB Circular A-76. This Circular requires a cost comparison
of performing work in-house by government employees versus performing work by
private contractors. A supplement to the Circular includes a Cost Comparison Hand-
book which provides a methodology for computing cost comparisons, including re-

quired documentation from the government on the contract price, contract adminis-
tration and income tax deductions for contracting outside the government.

In contrast, service contracts are not subject to Circular A-76 cost analyses. This
is appalling when one considers that the government spends over 105 billion dollars
in service contracts annually. Although OMB Policy Letter No. 93-1 provides guid-
ance on managing and controlling the use of service contracts, it lacks any require-
ment for agencies to develop a cost comparison between in-house work and the use
of outside contractors.

The General Accounting Office in its recent report, "Measuring Costs of Advisory
and Assistance Service Contractors vs. Federal Employers" found the government
could have saved millions of dollars by performing functions directly rather than
having these functions preformed by contractors. The GAO in its report surveyed
nine previous studies comparing the cost of using contractors rather than federal
employees to perform consulting services. The findings were alarming. An audit of
The Department of Energy's support service contracts revealed that direct govern-
ment performance of these contracts would have resulted in savings of 26 to 53 per-
cent. An audit of Air Force Service Contracts found that the Air Force could have
saved up to $6.2 million if contractor work was performed in-house in 1990.

It is simply unconscionable for the government to be wasting this money. This is

more troubling when it becomes apparent that if service contracts were subject to
the cost analyses in Circular A-76, this money would not have been wasted. The
GAO, in its report, recognized this point and specifically recommended that OMB
extend the A-76 cost comparison requirement to advisory and assistance services.
However, subjecting service contracts to Circular A-76 will not address a major

shortcoming in the contracting process. OMB noted in its report that some agencies
reported that even when they are able to demonstrate through studies that it would
be less expensive to perform the work in-house rather than contract it out, they are
not authorized to hire additional government personnel. Apparently, although there
is no room in their personnel budgets, there is plenty of room in procurement budg-
ets to accomplish the work. It is ironic that ever tighter restrictions on hiring fed-
eral workers are leading to what has been shown to be more expensive contracting
out of these services. As the government attempts to reinvent itself through
downsizing, it will become even more imperative that contracting out of government
functions be used only when truly shown to be more cost effective. Without service
contract reform, downsizing is likely to lead to an increase, not a decrease in federal
spending.

In the same vein, as agencies attempt to downsize and offer employees incentives
to leave federal service, they should not be allowed to then contract out the work
of the former employee. Under this scenario, reinvention is limited to a ledger paper
change—the procurement column having a far larger debit and the FTE column in-
dicating a decrease in government employees. H.R. 4488 would ensure that the work
of employees who received but-outs to leave the federal government would not be
contracted out. If there is to be any true reinvention of the federal government
through downsizing, this legislation is a necessity.

84-132 0-94-4
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In conclusion, Madam Chairwoman, NTEU views H.R. 4488 as a vitally important
step toward a more fiscally responsible government. The end result of the ongoing
downsizing cannot be the expansion of the shadow government that has built up
around our federal agencies. Agencies cannot hide behind staff buyouts all the while
increasing their level of service contracting.

Thank you again for your continued leadership on this issue of vital importance
to federal employees. I would be happy to answer any questions.

Response to Written Questions Submitted by Hon. Eleanor Holmes Norton
to The National Treasury Employees Union

Question 1. What level of involvement in agency buyout plans did your union
have?
Answer. NTEU has had limited involvement in agency buyout plans during the

past fiscal year. The Union was given statutory required notice of proposed plans
by those agencies offering buyouts, and did participate in some informational brief-

ings related to their execution. While NTEU would have welcomed a more active
role in the determination process, our concerns and suggestions were shared with
and were sometimes considered by some agencies.

Question 2. To the extent you have received employee criticism of agencies' buy-
outs, what was the nature of the criticism?

Answer. The key employee criticisms of agencies' buyouts heard by NTEU include:

(i) The very brief window often granted for employees to respond—sometimes 1

week to make a decision and be off the Agency payroll.

(ii) Concerns that buyout options were only being offered to higher graded employ-
ees.

(iii) Concerns about agencies back-filling positions.

(iv) Concerns about bought-out employees subsequently returning to some agen-
cies as contract employees.
NTEU is unaware of any specific changes or restructuring of buyouts undertaken

by agencies to address such concerns for fiscal year 1995. With the beginning of a
new fiscal year, however, sufficient time remains to appropriately plan for such con-
cerns.

Ms. Norton. Is this Mr. Bowers?
Mr. Bowers. Yes, thank you. I, too, will submit the testimony for

the record and just make a couple of comments.
I am a staff attorney with the union. I have done extensive litiga-

tion in the contracting out area. And we are gravely concerned with
the contracting out problem. It has been a terrible curse upon the
workers we represent.
Your statute or this proposal, this bill, presents an opportunity

we don't have now. Currently, if an agency contracts out, under the
A-76 procedure, we are limited to the in-house review. We file an
appeal in the A-76 process and it goes up in the same agency and
someone else can rubber stamp it.

Your bill allows us to go to a Federal arbitrator, a neutral third
party, and to look at the agency action, something denied Federal
employees at this time. And we would applaud this bill and wel-

come the opportunity to go back to arbitrators, where we once had
that opportunity.
And I will echo what has been said before, that Federal employ-

ees are hesitant in the area of reinvention. They are scared. There
is a lot of concern. Is this actually an opportunity to improve their

jobs or is it an opportunity to eliminate it?

If they contract out the jobs, people that have been bought out,

that discredits the entire process. My understanding of the lit-

erature in this area is you must bring an employee in, they must
feel like they are part of the process. If you divorce them from the

process, then they have no vested interest in performing.
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To date, I have not received reports that our people have been
brought in to discuss the buyout strategies, the whole reinvention
process. Where there are partnership councils being created, some-
how those councils were created after the strategies were devel-
oped. I would urge Congress to somehow force the agencies to actu-
ally talk to the people that are supposed to be part of the partner-
ships before they go out and reinvent a government. If you don't
bring the people in initially, they have no investment in it. If we
are going to have the cost effectiveness and efficiencies that the
private sector has achieved, the Federal employees must be
brought in.

If they reinvent the Government, they have an interest in the
way it performs. If they get brought in on the caboose, then they
are just tourists to the process. They will show up, they will do
their time and they will leave.

Don't alienate Federal employees. Bring them in, make the part-
nerships real. We applaud your bill. We welcome it. And we will

—

thank you very much.
Ms. Norton. Thank you very much, Mr. Bowers.
[The prepared statement of Mr. Sumberg follows:]

Prepared Statement of Jeffrey Sumberg, Deputy General Counsel, National
Federation of Federal Employees

Good Morning Madam Chair and Members of the Subcommittee: My name is Jef-
frey Sumberg and I am Deputy General Counsel of the National Federation of Fed-
eral Employees. On behalf of the National Federation of Federal Employees, which
represents over 150,000 federal employees in 53 agencies throughout the govern-
ment, I am pleased to be here to offer our comments on HR 4488 and the implemen-
tation of the Federal Workforce Restructuring Act.
However, before I begin, Madam Chair, I would like to thank you for all the hard

work and leadership you displayed in the struggle to not only pass the buyout legis-
lation but also in attempting to ensure that the buyouts were implemented in a sen-
sible and fair fashion.

I. H.R. 4488

Madam Chair, NFFE wholeheartedly supports the provisions of HR 4488 and be-
lieves that it substantially improves the Federal Workforce Restructuring Act. By
explicitly prohibiting federal agencies from contracting out the work previously per-
formed by a buyout recipient, the provisions of HR 4488 close a potentially dan-
gerous loophole in the Federal Workforce Restructuring Act. NFFE contends that
if the federal government were to provide its employees with separation incentives
and then turn around and hire a contractor to perform all or part of those employ-
ees' jobs, then the government would be guilty of defrauding the American taxpayer
through the practice of double-billing.

In fact, far from increasing the level of contracting-out, NFFE asserts that at a
time when the structure and the size of the federal workforce is being reformed, a
similar reform effort should be aimed at federal contracting out practices.

Currently, the federal government spends $105 billion each year on contracting-
out, which has become the fastest-growing area of federal procurement. As you have
correctly stated in the past, Madam Chair, federal contractors have formed a shad-
ow government. Unfortunately, many of this shadows government's members are
not performing effectively. A recent Office of Management and Budget study of fed-
eral contracting-out found instances of poor performance; contractors performing
governmental work such as program management; incomplete cost and price analy-
ses and statements of the work to be done; and weak oversight of contractor per-
formance.

Furthermore, we support HR 4488 because it extends beyond simply preventing
an increase of contracting out. HR 4488 will also have a direct impact on the success
of Vice-President Gore's National Performance Review and on the morale of the fed-
eral workforce. A little over one year ago, federal employees welcomed the portion
of the NPR report in which Vice President Gore declared that "federal employees
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are good people trapped in a bad system". For once, it was the system that was
being blamed and not federal employees. On this basis, federal employees embraced
many portions of the NPR and look forward to the systemic reforms that would
allow them to truly create a government that "works better and cost less."

But if employees who have supported the NPR see that they and their coworkers

are losing their jobs and being replaced by contractors, then the NPR's declaration

of fixing the system and not blaming its people will be meaningless and the NPR
will be remembered as just another attempt to portray federal employees as the

problem. It is important to remember that federal employees support much of the

NPR because they are interested in making their agencies work better. However,

they do not want to see their work transferred to contractors and have their jobs

"reinvented" out of existence.

II. BUYOUT PROGRAM

Unfortunately, NFFE's concerns with the current buyout program are not limited

to the potential for contracting out work previously performed by buyout recipients.

Indeed, NFFE's concern with the buyout program encompasses a much larger prob-

lem. NFFE contends that the buyout process has become focused on the number of

positions cut instead of being focused on the type of position to be cut or even if

there is a need to cut at all. Additionally, NFFE maintains that little or no regard

is being given to what the composition of the federal workforce will be at the end
of the process. To put it bluntly, Madam Chair, NFFE is concerned that at the end

of the downsizing process, the federal government will be left with a hollow

workforce.
It is this overriding focus on the numbers of employees and the monetary savings

accompanying their departure that concerns NFFE. The stated downsizing goal of

the NPR is a 12 percent reduction in the federal workforce. Unfortunately, there

will certainly not be a corresponding reduction in the responsibilities of the remain-

ing employees. Indeed, it is anticipated that their workload will be substantially in-

creased. NFFE contends that unless careful planning goes into the downsizing and
reinventing government efforts, the NPR effort will stall and the government will

be left with a smaller workforce unable to manage the ever increasing workload of

the federal government. In fact, in its report on the NPR initiative, the Brookings

institution found that:

"The NPR staff trumpeted 'doing more with less.' Government workers, however,

believe that they had already been stretched to the limit by a decade of budget cuts;

struggling to do their jobs with even less could only mean doing less with less. The
focus on using NPR to produce cost savings, risked both undercutting the govern-

ment's capacity to do its work and bureaucrat's incentives for taking the consider-

able risks that the NPR demanded. Indeed some government employees began call-

ing the reinvention movement 'reinvent-sham.'" 1

This is not to say that NFFE does not support the buyout program, we do. NFFE
believes that the Clinton Administration should be commended for its desire to use

buyouts as an effective tool to downsize the federal ranks. NFFE believes that

buyouts are integral to the government's rightsizing strategy. Voluntary attrition

rates among federal employees are the lowest they have been in years. Without such

incentives, reductions-in-force and layoffs would be inevitable. These actions would

be highly disruptive of federal operations, demoralizing to morale, and counter-pro-

ductive to creating a diverse workforce. Moreover, RIFs are most costly to the gov-

ernment than the use of attractively-priced buyouts.

Thus, NFFE is very concerned that the downsizing or restructuring of the Federal

government is not being conducted in a sensible, strategic fashion. It appears that

the overriding goal of the restructuring effort is to reduce the number of employees

with little concern for the remaining workforce. Again, the Brookings Institution re-

port found that:

"The [downsizing] targets quickly became the political acid test of the NPR. Stra-

tegic planning initially was to drive the cuts, but the head count game quickly re-

placed the planning. The downsizing target became the administration's most politi-

cally visible target, and hence its most vulnerable. By committing itself to an arbi-

trary reduction, the NPR eliminated any chance that a serious look at the composi-

tion of the workforce and the skill mix of government would drive the reductions.

The downsizing [targets] became the political pass/fail test for the NPR." 2

1 "Reinventing Government? Appraising the National Performance Review," A Report of the

Brookings Institution's Center for Public Management, Donald F. Kettl, August 19, 1994.

2Id
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NFFE feels that the specter of a hollow workforce can be avoided if the federal

agencies would:
• Work through partnership to develop detailed and coherent downsizing plans

that will ensure that the workforce remaining after the reductions will have a suffi-

cient number of employees with the appropriate skill mix to enable to enable the
agency to complete its assigned tasks.

• Ensure that the remaining employees receive adequate training. As the existing
workforce is downsized, those remaining will have to fill the gaps created by retirees

and workers who have accepted buyouts. Since retirees are typically the most expe-
rienced federal workers, it is vital that the remaining workforce be given an oppor-
tunity to acquire the skills, knowledge, and abilities to perform well. Training is a
direct way of easing the transition into a downsized government, enhancing upward
mobility opportunities, and improving the diversity in higher level government posi-

tions.

In conclusion, Madam Chair, NFFE supports HR 4488 and believes that its pas-
sage is necessary to the success of the buyout program and the NPR initiative. Addi-
tionally, NFFE supports the buyout program, but we also have serious concerns
about the way in which it is being implemented and the effectiveness of the remain-
ing workforce once the 12 percent reduction is completed.
Once again, thank you for the opportunity to appear before you today and thank

you for your continued leadership on federal employee issues. I will be pleased to

answer any questions you may have.

H.R. 4488

A BILL to amend the Federal Workforce Restructuring Act of 1994 to provide that
the duties performed by individuals separating from Government service in order
to receive a voluntary separation incentive payment may not be performed by any
person under contract with the United States.

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled,

SECTION 1. LIMITATION ON PROCUREMENT OF SERVICE CONTRACTS.

Section 5(g) of the Federal Workforce Restructuring Act of 1994 (Public Law 103-
226; 108 Stat. 117) is amended to read as follows:

"(g) Limitation ON Procurement OF Service Contracts.—The duties and re-

sponsibilities of an individual who separates from Government service in order to

receive a voluntary separation incentive payment under section 3 may not be per-
formed, in whole or in part, by any person under contract with the United States.".

Ms. Norton. Mr. Sullivan.
Mr. Sullivan. Thank you, Madam Chair. It is good to be with

you again.
As yesterday's hearing, I am going to submit most of my testi-

mony for the record and briefly summarize since we had an exten-
sive conversation about many of these topics yesterday.
We are pleased to be here to support your bill, as we were yester-

day. As we have spoken, a lot of the numbers in terms of the
downsizing have been budget driven. Your bill is going to make
sure the savings are captured and they are not suddenly just trans-
ferred to the contractor work force.

If you take a look at the written testimony of the unions, it is

funny, because most of the times we come in here and we all testify

and we make very similar points, because we often come from the
same point of view. We do the same thing today in all supporting
this bill. But I was amazed to look at all the unions' testimony and
see when they are pointing out how contracting out has not ful-

filled its promise, how many different studies we all quote. All of
us have different examples of how it has been a dramatic failure.

I want to bring one or two up. Especially because the OMB wit-
ness in response to one of your questions said, well, we are not
going to do anything right now, but if we see that it has become
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a problem, then we are going to address it later. I think that is the

wrong approach. I think the prophylactic measures which this bill

represents and other bills would represent is the right way to go.

In 1989, the House Defense Appropriations Committee audited

36 contracts that had been let and found that in all but one case,

it would have been cheaper to perform it in-house. Your bill is

going to make sure that we are not suddenly transferring the sav-

ings which are supposed to be captured by downsizing to the con-

tractor work force. Our testimony provides a number of ways in ad-

dition to your bill that we feel that we would like to take a look

at. That we will be taking a look at during Congresswoman
McCloskey's hearing in the next 2 weeks.
Thank you and I would be happy to answer any questions you

have.
Ms. Norton. Thank you very much.
[The prepared statement of Mr. Sullivan follows:]

Prepared Statement of Chris Sullivan, Legislative Director, National
Association of Government Employees

i. introduction

The National Association of Government Employees (NAGE) is an affiliate of the

Service Employees International Union, the fourth largest union in the AFL-CIO.
NAGE is the fourth largest Federal employee union in the country, representing

thousands of Federal employees in the Department of Defense, Department of Vet-

erans Affairs, Department of Transportation, and many other Federal agencies. We
appreciate the opportunity to appear and testify before the Subcommittee on Com-
pensation and Employee Benefits of the House Post Office and Civil Service Com-
mittee regarding the workforce restructuring and H.R. 4488.

NAGE especially appreciates Chairperson Eleanor Holmes Norton's superb efforts

on behalf of the Federal employee community during the 103rd Congress. NAGE
members are indebted to you and your staff for the long hours spent searching for

fair solutions to the problems which have confronted the Federal employee commu-
nity. We look forward to working with you in the future as well. Our testimony

today addresses buyouts as well as H.R. 4488, which will ensure that contractors

will not be able to replace employees who accept buyouts. H.R. 4488 is common
sense legislation which we are pleased to endorse.

II. BUYOUTS VS. THE POSSIBILITY OF RIF'S

NAGE remains committed to the importance of buyouts as one of the cheapest

and smartest ways to reduce the Federal workforce. Nevertheless, NAGE remains
concerned at the ever rising target figure of the numbers of Federal employees that

will be affected. Currently, the target figure has risen to 272,900 jobs. While NAGE
recognizes that job cuts will occur, it remains a primary concern that this goal be

accomplished without widescale use of RIF's. We would like to bring one possible

problem to your attention.

Currently, the FY95 Defense Appropriations Bill contains a provision which would
eliminate almost 20% of the Civilian Technician workforce. NAGE represents thou-

sands of hardworking civilian technicians who serve their country with honor and
distinction. As you know, civilian technicians are excepted service employees who
are full-time Federal employees and who, as a condition of employment, must main-
tain a military position with the National Guard or Reserves. These dual-status

technicians do not have placement rights through DoD's Priority Placement Pro-

gram or the Interagency Placement Program. In addition, these employees do not

fit the profile of middle management employees targeted for the overwhelming share

of buyouts. For these employees, RIF's are a real possibility. If this unfortunate and
unwise provision in the DoD appropriation bill becomes law, NAGE urges the Com-
mittee to monitor these situations closely to assure Federal employees will be treat-

ed fairly.

Buyouts have been used frequently since the passage of the legislation authoriz-

ing their use (P.L. 103-226). The FY95 Defense Authorization Bill extended buyout

authority from September 1997 to September 1999, making way for as many as
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48,000 more Defense Department employees to receive buyouts. Approximately
15,000 buyouts have been accepted by employees of the Departments of Agriculture,
Education, Energy, HUD, Interior, NASA, OPM, Transportation, Treasury, and Vet-
erans Affairs.

III. H.R. 4488 AND CONTRACTING OUT

a. H.R. 4488

The National Association of Government Employees recognizes and understands
that the need to reduce the budget deficit will require everyone to tighten their
belts. But Federal employees have been asked to sacrifice more than their fair share
as the 12 years of Reagan and Bush budgets sought to decimate the benefits and
pay of Federal employees. The GAO documented $118 billion of cuts to Federal em-
ployees from FY81 to FY91, including salary freezes, benefits reductions, cuts in
health care coverage, and elimination of retirement provisions such as the popular
lump-sum option. Federal employees continue to shoulder many burdens, including
the fear of furloughs or reductions-in-force, staffing shortages, and workload in-

creases. When these concerns are added to the fact that all of our members shoulder
all of the increases in taxes that the general population must accept, it is certainly
true that Federal employees have done their duty over the past few years.

Accordingly, one of Federal employees' greatest fears is that they will accept
buyouts in order to reduce the deficit and avoid RIF's but will find out that their
job has not really been eliminated but is merely being contracted out. H.R. 4488 rep-
resents an important step to insure that the savings from downsizing really are cap-
tured and that expenditures are not merely transferred to or escalated by the con-
tractor workforce.

b. Contracting Out

NAGE wishes to extend its appreciation to Post Office and Civil Service Commit-
tee Chairs Norton and McCloskey for bringing the issue of contracting out to the
forefront. Chair Norton's focus on this issue during the hearing on the President's
FY95 Budget, today's hearing and Chairman McCloskey's upcoming hearing on con-
tracting out; all have focused attention on this important issue.

For the past twelve years, we have pointed to countless GAO reports documenting
cost overruns when the Federal Government relied on private contractors to provide
services to taxpayers. NAGE and other unions fought for statutory reform because
of the bias toward contracting contained in OMB Circular A-76 and its failure to

monitor the true cost of contracts. While the Government claimed savings from con-
tracting, billions of dollars went out the back door. Yet Federal employees lacked
a level playing field on which to compete for the work farmed out to contractors.
At times, we achieved victories, when Congress stopped to examine the true cost

of contracting out. In 1990, the House Appropriations Committee conducted a study
to determine the impact of contracting out on defense appropriations. The study con-
cluded that the cost of defense operations had actually increased by as much as
$164 million per year from 1980 to 1990 because of wasteful contracting out. The
Committee also found that the cost of contractor performance continued to escalate
faster than the cost of in-house performance, and that the cost comparison process
of contracting out was flawed and resulted in a misappropriation of the overall
budgetary impact of the A-76 program on Defense. Yet incredibly, despite the well
documented abuses that arise from contracting out, the National Performance Re-
view, in its chapters on "Making Service Organizations Compete," opens the door
for increased contracting out. The NPR report, giving special attention to the De-
partment of Defense, the very organization where documented abuses are rife, stat-

ed that the Pentagon must overcome its "bias against out-sourcing." NAGE finds
this statement incomprehensible. We remain concerned that Reinventing Govern-
ment could eliminate 272,900 hard-working Federal employees while restoring much
of the work to contractor personnel.
While the administration, through the NPR, has asked Congress to remove legis-

lative barriers to contracting out, The National Association of Government Employ-
ees has consistently supported legislation to regulate the abuses entailed by con-
tracting out. NAGE continues to believe that contracting out has been a huge failure
and that tempting political rhetoric should be rejected when privatization decisions
are made for ideological reasons.
While Reinventing Government has hailed initiatives to simplify procedures for

procurement of products and eliminate waste resulting from current inefficiencies
of the current system, it reverses direction regarding contracting out. H.R. 4488 is

an important first step to preventing the possibility of abuse.
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IV. NAGE PROPOSALS ON CONTRACTING OUT

Nevertheless, NAGE believes we must go further in understanding the role con-

tractors play in the budget process. While Federal employees' pay retirement bene-

fits, and health insurance are all detailed in the annual budget submissions and in

all appropriations bills, contractor costs are often hidden. Therefore, we repeat our

comprehensive plan to put contractors in the sunshine.

a. Budget Line Items for Contract Dollars and Personnel

First of all, each agency's budget should include the total dollar amount paid to

contractors in each fiscal year, as well as the number of contract employees for each

function. In 1989, some estimates placed the size of the Federal contractor workforce

in excess of 8 million persons, or almost 4 times the size the Federal workforce. Part

of the problem with contracting out is that its expenditures are distributed through-

out agency budgets and can often be kept hidden. By announcing this figure up

front, Congress and the Administration can determine whether the amount of

money allocated to contracting squares with the performance of the services pro-

vided.

b. Comprehensive Contract Auditing Procedures

This leads to our second point; there exists no comprehensive auditing procedures

for Federal contracts. In 1989 the House Defense Appropriations Committee audited

over three dozen contracts and determined that in all but one of the contracts it

would have been more cost effective to have performed the functions in-house rather

than with contractors.

NAGE recommends that prior to contracting out, agencies should be required to

submit a report to Congress detailing the effects on the productivity and efficiency

of the Agency. In addition, NAGE recommends that agencies should be required to

demonstrate an investigation into the quality of the contractor work as well as the

cost. Subsequent to contracting, there should be routine reviews of the net effect of

contracting out at the agency. A central data base should be maintained to allow

the Government to better understand and control the effects of contracting out on

the Federal budget.

c. Statutory Contracting Procedures

Finally, there must be enacted a statutory scheme for making contracting deci-

sions which assures a level playing field between Federal employees and contractors

and requires the savings claimed in bids to be achieved through the elimination of

cost-plus contracts. Such standards will assure greater uniformity and greater ac-

countability to create a Government that works better and costs less. Certainly,

there should be a requirement that work that is not being done in a cost effective

manner should be brought back in to be performed by Government employees. Of

course, H.R. 4488 begins the task of enacting important statutory reforms to pre-

vent contractors from assuming positions formerly held by Federal employees who

accepted buyouts.

v. CONCLUSION

The National Association of Government Employees appreciates the opportunity

to appear and present our views on buyouts, H.R. 4488, and contracting out. We
thank the committee for holding this hearing and look forward to working with the

committee to create public policy that treats taxpayers and Federal employees fairly

while accomplishing the missions with which Federal employees are charged.

Ms. Norton. Mr. Almeida.
Mr. Almeida. Madam Chairwoman, my name is Paul Almeida,

president of the Professional and Technical Engineers. Downsizing

has been devastating to many Federal workers. I would like to just

give you a few examples of what we have seen happen at some of

our locals.

At NASA Lewis Research Center in Cleveland, separation incen-

tives were accepted by 199 employees in May of 1994. By June, 13

former employees were identified as rehired, employed by support

service contractors. One was hired to finish his old job, and another

was hired to perform the same job.
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In conversations with our local union president, it was clear that
a mockery was being made of the governing legislation. At Ports-
mouth Naval Shipyard in New Hampshire, employees accepted
buyout offers. Shortly thereafter, the shipyard conducted a reduc-
tion in force. It was soon discovered that some employees who ac-

cepted the buyouts had returned to the shipyard. They were work-
ing for a private contractor, performing the same jobs, at the same
desks, before accepting the buyout. Fortunately, our local union
president interceded and the situation was rectified by the ship-
yard commander.
Our local at Mare Island Naval Shipyard in Vallejo, CA, is at the

other end of the spectrum. The shipyard commander diligently
keeps employees informed about buyouts, with a no-nonsense,
straightforward approach. Implementation of buyouts were fully

explained to employees so there were no unexpected surprises.
At Long Beach Naval Shipyard in California, planners were of-

fered the buyouts. The master plan of the shipyard commander was
to provide intensive training to the individuals who would remain.
There was an unanticipated influx of work; the shipyard tried to
recruit from within those who possessed appropriate knowledge of
the job. It was apparent that the shipyard lacked sufficient person-
nel to perform the work. A decision was made to recall some of the
planners. Under the auspices of a contractor, 10 planners were re-

hired on a temporary basis to do the work not to exceed 60 days.
A total of 15 of the 245 Library of Congress staff members who

retired under the buyout from October 14 to December 31, 1993,
have returned for limited time periods and remunerations pri-

marily to complete one-of-a-kind work or tasks that were left un-
done by their previously unplanned retirement. The total remu-
neration for the contracts awarded these 15 contractors was
$213,011.
The largest individual contract was for $60,012, and the smallest

was for $250. There were a total of 17 contracts awarded, all of
which were related to the specific expertise of the staff members
who retired and for specific tasks, deliverables or training of Li-
brary employees in the retirees' former organization.
As you can see, our problems run the entire gamut, from Mare

Island's model of success, to NASA's flagrant abandonment of the
law. Madam Chairwoman, H.R. 4488 deals with the problem. Close
the contracting out loophole and give our remaining Federal work
force a chance.
Thank you.
[The prepared statement of Mr. Almeida follows:]

Prepared Statement of Paul E. Almeida, International President,
International Federation of Professional and Technical Engineers

Good morning, Madame Chairwoman and distinguished members of the sub-
committee. My name is Paul Almeida. I am the newly elected president of the Inter-
national Federation of Professional and Technical Engineers. On behalf of our orga-
nization, I wish to thank you for inviting us to give testimony on an issue of great
importance to our Federal locals.

Information has surfaced within the Federal Government that we find quite dis-
turbing. Some agencies are negating the congressional intent of the buyout bill by
eliminating positions through buyouts and then giving the work to contractors. In
some cases employees who received a buyout and subsequently retired are returning
as paid contractors. Direct reemployment disincentives were built into the original
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legislation, but some agencies have found a loophole. Their trickery is so obvious,

however, that they are fools if they thought it would go unnoticed and unreported.

It is outrageous that the congressional authority providing the buyout in the in-

terest of saving taxpayer dollars would be subverted by such actions. The end result:

More money is spent to accomplish the same tasks, employment opportunities are

denied to current employees, and morale falls precipitously causing declines in pro-

ductivity. Congress intended that positions with critical skills be exempt under this

authority so that such problems would be avoided.

Downsizing has been devasting to many Federal workers. How are they to be ex-

pected to keep their morale high when they bear witness to positions being refilled

by contractors, often times their former co-workers. Federal employees who do this

have given "double dipping" a new context. Rehiring "retirees" as contractors is pa-

tently unfair to those who were not offered a buyout, and who would have retired

and not returned to the Government payroll thru a backdoor method.
Examples of problems encountered with IFPTE with buyouts vary from agency to

agency. Some of* the problems our members have encountered include:

• At NASA Lewis Research Center in Cleveland, Ohio, separation incentives were
accepted by 199 employees in May of 1994. By June, thirteen former employees
were identified as rehires employed by support service contractors. One was hired

to finish his old job and another was hired to perform the same job. In a conversa-

tion with our NASA local union president, it was clear that a mockery is being made
of the governing legislation.

• At Portsmouth Naval Shipyard in New Hampshire employees accepted buyout
offers. Shortly thereafter, the shipyard conducted a reduction in force. It was soon

discovered that some employees who accepted the buyout had returned to the ship-

yard. They were working for a private contractor performing the same jobs at the

same desks as before accepting the buyout. Fortunately, our local union president

interceded and the situation was rectified by the shipyard commander.
• Our locals at Mare Island Naval Shipyard in Vallejo, California, are at the

other end of the spectrum. The shipyard commander diligently keeps employees in-

formed about buyouts with a "no nonsense", straight-forward approach. Implemen-
tation of buyouts were fully explained to employees, so there were no unexpected

surprises.

The commander has a column in the base newsletter, "The Grapevine", where he

provides more detailed information on a variety of subjects related to buyouts. Two
new sections will be added to the next issue of "The Grapevine." "Rumors" will cover

just that, rumors that have circulated through the shipyard; the second section,

"Frequently Asked Questions", will continuously run questions until they are clearly

understood and no longer an issue. Mare Island understands the meaning of part-

nership, and their success with buyouts should be used as a model for other agen-

cies.

• At Long Beach Naval Shipyard in California, planners were offered buyouts.

The master plan by the shipyard commander was to provide intense training to in-

dividuals still employed by the shipyard to replace those who accepted the buyouts.

It was anticipated it would take several months to train these individuals to replace

the retired planners. What wasn't anticipated was an influx of work which required

the expertise of the former employees. The shipyard tried to recruit others from

within who possessed appropriate knowledge of the job at hand. When it was appar-

ent that the shipyard lacked sufficient personnel to perform the work, a decision

was made to recall some of the planners. Under the auspices of a contractor, ten

(10) planners were rehired on a temporary contract not to exceed 60 days.

DoD's authority does not allow as much flexibility as other agencies to compensate

for foreseen/unforeseen increases in their workloads. Therefore, the opportunity to

separate service at a later date could not be extended to the planners. This oppor-

tunity would have alleviated the unexpected influx of work as well as the need to

rehire retired employees.
The lesson learned can also be deemed a success story. Long Beach was under

order to eliminate 870 persons from the shipyard's rolls. 692 positions were elimi-

nated through buyouts; another 75 were eliminated through the priority placement

program; 56 were eliminated through involuntary separation; the remaining 47

would be eliminated through a reduction-in-force. The influx of new work on the

shipyard caused the cancellation of the RIF notices.

Information was requested from the Congressional Research Service. However, at

the time of printing, the data had not been received. We will, however, submit their

information at a later date.

As you can see, our problems run the entire gambit. From Mare Island's model

of success to NASA's flagrant abandonment of the law. Madame Chairwoman, H.R.
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4488 deals with the problem. Close the contracting out loophole and give our re-
maining Federal work force a chance.
The underhandedness must stop and agencies must commit to their hardworking

employees a climate for advancement and fairness. I implore this committee to take
immediate action against the demoralizing action being taken by some Federal
agencies and to restore Congress' original intent to the buyout incentives. Offending
agencies must be held accountable for their duplicity. Make H.R. 4488 law and put
a stop to contracting out in a downsizing environment.
Thank you.

Response to Written Questions Submitted by Hon. Eleanor Holmes Norton
to The International Federation of Professional and Technical Engineers

Question 1. What level of involvement in agency buyout plans did your union
have?
Answer. IFPTE Local #4—Portsmouth Naval Shipyard comments as follows:
The local was involved on a daily basis with the Agency on all issues pertaining

to the buyout process.

IFPTE Local #11—Mare Island Naval Shipyard comments as follows:
Our level of involvement was basically receiving information about when buyouts

would commence. As a base on the closure list, virtually all of our bargaining unit
employees were eligible to take the buyouts. Currently, the shipyard anticipates of-
fering buyouts again in October, 1995. Again, everyone who wants to take one can.
IFPTE Local #28—NASA Lewis Research Center comments as follows:
NASA Lewis Research Center denied us any involvement whatsoever concerning

our buyout plan. It would appear that the Lewis plan was to give buyouts as man-
agement deemed appropriate. We complained vociferously but it made no difference.
IFPTE Local #75—Congressional Research Employees Association comments as

follows:

The comments of Local #75 are attached in their entirety.
IFPTE Local #174—Long Beach Naval Shipyard comments as follows:
No involvement at the agency level (Navy), notification was given at the activity

level.

Question 2. To the extent you have received employee criticism of agencies'
buyouts, what were the nature of the criticisms?
Answer. IFPTE Local #4—Portsmouth Naval Shipyard comments as follows:
The local was involved on a daily basis with the Agency on all issues pertaining

to the buyout process.
IFPTE Local #11—Mare Island Naval Shipyard comments as follows:
The local has not heard of any criticisms at their office.

IFPTE Local #11—Mare Island Naval Shipyard comments as follows:
There was little or no criticism of the buyouts. Other than most employee wanted

the buyouts offered continuously. The shipyard decided that from a logistical point
of view, October 1995 was the earliest buyouts could be offered. Locals 5 and 11
do not disagree with their timetable.
IFPTE Local #28—NASA Lewis Research Center comments as follows:
The major criticism was that people who took the buyouts were rehired by the

contractor. The next big criticism was the appearance that it was done secretly and
therefore probably unfairly since no employee involvement was permitted.
IFPTE Local #75—Congressional Research Employees Association comments as

follows:

The comments of Local #75 are attached in their entirety.
IFPTE Local #174—Long Beach Naval Shipyard comments as follows:
There were no complaints at Navy, buyouts offered to all. The Bureau of Reclama-

tion unit had no complaints to report.
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^^
Congressional Research
Employees Association

— IFPTE, Local 75

Library of Congress 101 Independence Avenue. SE. CRS-LM412 Washington. DC 20540

(202) 707-7636

November 2, 1994

TO: Julia Hudson

Subcommittee on Compensation and Employee Benefits

FROM: Dennis M. Roth-S^
President, Congressional Research Employees Association

SUBJECT: Questions for the record re: buyouts

Q. 1. What level of involvement in agency buyout plans did your union have?

A. 1. On August 11, 1993, the Congress gave the Library of Congress authority to pay

voluntary separation bonuses to employees who would separate before January 1, 1994. On

September 24, 1993, the Library received approval from the Office of Personnel Management

(OPM) to offer voluntary early retirements during the period October 1, 1993 through

December 31, 1993.

On September 28, 1993 the Library first informed the Library's unions

(including the Congressional Research Employees Association, IFPTE Local 75) of its intent

to offer early outs and separation bonuses and held an information session with the unions.

This was the case even though the unions had inquired several times of the Library in August

and September when it planned to use the authority given to it in August. Each time the unions

informed the Library that they wanted to bargain to the fullest extent under the law. Also on

September 28, 1993 the Library gave the unions a draft Library of Congress Special

Announcement that was to inform staff of the Library's plans of offering early outs and

separation bonuses and how the Library planned to implement these programs. At this point

the Congressional Research Employees Association (CREA) and the other two unions told the

Library that the Special Announcement was premature since no bargaining had taken place.

The Library orally stated its intent to bargain and asked CREA and the other unions to return

the following day to discuss the Special Announcement. When we met on September 29. 1993

CREA informed the Library that decisions stated in the Special Announcement needed to.be

» of Ihe International FeaVrolic 1 of Profc nd Technical En$;n«r«, AFL-CIO, CLC
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bargained. Much to our disappointment we were informed that the Special Announcement was

being distributed as we were meeting. At this point we could have filed an unfair labor practice

but did not do so as the Library continually stated that it wanted to bargain the impact and

implementation ofthe programs as well as any other legal obligation. Since the programs were

not to start until October 14, 1993, CREA hoped that it had enough time to bargain and get

the necessary changes. The parties continued to meet the week of October 5, 1993 for the

purpose of bargaining. The Library told the unions it had a plan for implementation and that

it would share this plan with CREA. The plan was never presented and it became clear to the

unions that the Li brary was making up procedures as it went along. Consequently, CREA and

the other unions developed a plan but was not able to present it to management until October

7, 1993, because of their insistence that the Director ofPersonnel be present. The unions' plan

was presented on this date (the Director of Personnel never did attend the meeting) and

expected a response from the Library on October 12, 1993. No proposal was forthcoming. On

October 14, 1993 a request for the Federal Service Impasses Panel was filed by CREA and the

Library began implementation.

An unfair labor practice was filed at the same time over the Library's failure to

bargain in good faith and for implementing before the FSIP had an opportunity to rule.

Nearly nine months later the Federal Labor Relations Authority was about to issue a

complaint against the Library when the Library reached an agreement with CREA (attached).

This agreement states that the Library will bargain with CREA over this matter in the future.

CREA hopes that the Library will honor this agreement.

Q. To the extent you have received employee criticism of agencies' buyouts, what were

the nature of the criticisms?

A. Employee criticisms focused on the short time frame available to get adequate

counselling on the full implications of retirement and also on the "stampede" procedure that

the Library had instituted to qualify for a buyout. (Since only 250 buyouts were being offered

and the Library wanted a first come, first served procedure, over 150 employees lined up

outside the Library to ensure their eligibility.) Some also complained that the Library did not

inform them oftax law changes in January 1994 that resulted in a larger tax bite than expected.

(See attached.)

No buyouts were sought nor authorized for FY 1995.
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Memorandum of Understanding

1. on August 11, 1993, the Congress authorized the Library of

Congress (Agency) to pay voluntary separation bonuses (early

buyouts) to bargaining unit employees.

2. During August and September, 1993, American Federation of

State, County and Municipal Employees Locals 2477 and 2910 and

Congressional Research Employees Association, IFPTE, AFL-CIO,

(Unions) , advised the Agency of their desire to bargain to the full

extent of the law about the early buyouts.

3. On October 14, 1993, the Agency unilaterally implemented the

early buyouts and began accepting retirement applications from
employees.

4. The Agency agrees to negotiate with the Unions, consistent
with the requirements of the Federal Service Labor-Management
Relations Statute and the parties' collective bargaining
agreements, about any program for early buyouts for unit employees
which it will implement hereafter.

5. The Agency agrees to post a notice to employees in all

locations where such notices are usually posted for a period 30

consecutive days from the date of posting advising employees of the

conduct which is described above and that the parties have agreed

to the above-described steps.

6. "' The Unions agree to withdraw their charge in Case wa-CA-40025.

/ns*.<£;y I" ^S-tU^ DATED //;/-,A </
.

Martez Baker, President
AMERICAN FEDERATION OF STATE, COUNTY AND

MUNICIPAL EMPLOYEES, LOCAL 2477, AFL-CIO

dated nlsj^j
Dennis Roth, President
CONGRESSIONAL RESEARCH EMPLOYEES ASSOCIATION,
IFPTE, AFL-CIO

"P.tT-, K UD^Tf. . DATED V^k*
PeteTxJWatters, Acting Special Assistant for Labor Relations

LIBRARY OF CONGRESS
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Staffers Camp in Line for Retirement Incentives

About 170 Library employees, many
with years of experience and talent that

will be hard to replace, waited patiently

in a Madison Hall line early Thursday

momhig, Oct. 14, to begin the process of

"separation."

Long-timers secure in the knowledge

they could afford to retire were cheerful,

even Jubilant, that they could begin their

"golden years" of gardening, golllng, re-

laxing, travelings—with a bonus of up to

$25,000. Those taking advantage of

"early-out" opportunities were looking

forward to mid-life career changes, to

"do what 1 want to do, now." Most were

sad to leave old friends. Several com-

plained that their departure was a "pub-

lic spectacle," that they were "herded

out like cattle," and that so many~ 12

— Library Police officers were assigned

to keep them In line.

Those taking the early-out option

seemed particularly eager to leave.

"Good-bye. See you all later," shouted

Patrick Kelley, 51, waving his "early out*

number — one — to cheering LC col-

leagues still standing in a snake-shaped

queue alter he turned In his retirement

application at 6:30 a.m.

He was so eager to take advantage of

the opportunity to retire early with an

annuity as well as a cash incentive that

he staked out his number-one spot in

front of the Madison Building doors the

night before, at 8:45 p.m. The doors did

not open until 6 a.m. Oct. 14.

He was soon joined by about 25

other early birds bearing blankets,

sleeping bags, and chairs. Ensuring they

would be among the first eligible for 250

retirement incentives, the number in

line grew to about 40 persons between 2

and 3am, "really picked up" at S a.m.,

and reached 150 at 6:30 a.m., when the

Human Resources staff, set up for the

day in Madison Hall, began checking pa-

perwork, answering questions, and
stamping applications with time and
date. So efficient was this part o( the

process that the line was reduced to

zero by 9:30 a.m.

"This is a wonderful opportunity for

me," said Kelley, an administrative offi-

cer In the Office of the Associate Direc-

tor for Operations, Congressional Re-

search Service. With a total of 24 years

of federal service, Including 21 years at

the Library, he normally would not have

been able to retire until 1999, when he

would have the minimum requirements

of age 55 with 30 years of service,

The second person in line for an

early out was Edward Jewell, 47, who
was leaving the National Library Ser-

vice for the Blind and Physically

Handicapped after 27 years of federal

service—26 at LC. He kept warm In a

sleeping bag and listened to his

Walkman throughout the night. "I'm

going to relax, sell Mary Kay cosmet-

ics, and continue to prepare income
tax returns"—a service he provided

while on the LC staff.

Reba Barnes, 44, with 27 years of Li-

brary service, began the separation pro-

cess Thursday morning but postponed
her decision to take the early out until

alter meeting with her husband and a

retirement counselor that afternoon.

A Copyright Office technician and en-

ergetic organizer of events, Barnes pro-

moted activities ranging from choral

concerts and LC's annual family Day to

the Library-wide Christmas celebra-

tions. She recently helped reorganize

the LC Recreation Association. "It's time

to make new Inroads, to start my own
business, as a consultant for planning

meetings," she said. "There will be no
]ob here for It until 1 stop volunteering."

"I'm now on cloud 10," said Samuel
Wilson, 57, a Serial Record Division em-

ployee for 25 years, after Retirement

Center staffer Anne Wilson checked his

retirement application for accuracy.

"This has been one religious experience.

It has taught us patience, endurance,

confidence, and appreciation for the Li-

brary, especially this lady here; she has

done so much for us," Wilson said, not-

ing the other Wilson's help. He said he

will take up his Baptist Church ministry

alter retiring.

Fifteenth in line, Wilson kept com-
pany with 14th in line, his Serial Record

Division colleague. Evelyn Hagwood,

who after 30 years and 10 months of Li-

brary employment spent her last eight

hours at LC huddled outside the Madison
In a sleeping bag. "She snored, even while

the TV cameras were filming us at 2 or 3

this morning," Wilson said, kidding her.

Hagwood said she had already
"checked out" and was leaving employ-

ment that day. Tm going to take care of

my 94-year-old father in Ohio," she said.

Among those leaving were some key
managers and support staff—division

chiefs, long-time secretaries, administra-

tive assistants, time-and-attendance

keepers, catalogers, police officers, tech-

nicians, clerks, and research special-

ists—persons as familiar to the Library

landscape as the Neptune Fountain.

Deciding to take advantage of the

retirement incentive was Raymond L.

Dockstader, deputy director of the

American Folklile Center, a 40-year vet-

eran of federal service, Including 17

years with the Library and 22 years as a

legislative assistant to former Montana
Sen, Mike Mansfield. "I had planned to

go earlier, but the retirement counselors

told me 1 would be an Idiot not to wait,"

he said chuckling.

Even so. Dockstader—like many
other colleagues—had no time to plan

lor an orderly departure and transition

for a successor. He said he would be
returning to work for a few weeks to

leave things In order for his stall ol 16.

Mary Price, director for acquisitions,

Collections Services, one of 22 persons

from her directorate to retireon Oct. 14,

took an early out alter 25 years ol Li-

brary service. "I've been planning lor a

mid-life career change," she said. With a

long-time interest in gardening and a

bachelor's degree in psychology, she

wants to combine the two in "horticul-

tural therapy" for older and disabled

persons.

Some initiated the retirement pro-

cess early Oct. 14 but gambled—cor-

rectly—they would have some time,

perhaps even a lew days, belore exiting

because not all 250 persons would go

See LINE, Page 10
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out »t once. Not about to be rushed out

the door were two old-timers, 42-year

veteran Pat Hines, acting chlel ol the

Special Materials Cataloging Division,

and 40-year-employee Harriet Ostrofl,

editor of the National Union Catalog of

Manuscript Collections.

"I came in at my regular time

(around 7 a.m.), went upstairs and
puttered around, and came down
here,* Hines said. "It will take me a

week to get cleaned out; I'm going to

do it one shelf at a time."

"I refuse to leave In such an

undignified manner," said Ostroff, who
was standing near the end of the line

with her retirement application filled out

except for the date of retirement.

"Money is not going to change my life. 1

refuse to humiliate myself for money."

Ostrof! retired the next day when things

were not so hecUc.

Suanne Thamm, 47, assistant ex-

ecutive officer. Collections Services,

put In her application on Oct. 14 but

wants to wait until her anniversary

date of Nov. 18 to retire. "I want to get

my 25-year pin and my walking papers

on the same day," she said. "Some of

us are playing the odds and hoping to

get an early out

"

Thamm said she hopes to do some-

thing "more creative than writing

memos. I'd like to try my hand at free-

lance writing. I've never had the cour-

age to try it, but if I had a little cushion,

1 would like to travel and write."

She and Price both said they had

carefully calculated their retirement

annuities and were not being lured out

the door by the early-out bonus. Sev-

eral in line said they feared some of

their colleagues had not planned very

carefully, were tempted by the Incen-

tive of up to $25,000 to retire early

with less than they could live on for

very long, but felt rushed to make a

decision. The Library first announced

the retirement incentive plan In a

Sept. 29 special announcement. "I

worry that many people have not

given carelul thought to their annu-

ities," said Thamm.

One man did surrender his place in

line. "He looked at our bank balance

this morning and changed his mind,"

said his wife with a laugh.

Several staffers had been meeting

with retirement counselors for

months to calculate their retirement

options and annuities, watching Mike

Causey's Washington Post column for

Information about government
buyouts, and preparing to spring at

the chance to exit early. "1 knew the

opportunity might come up, and I had

a plan for It; I refinanced the house,"

said Louis H. Berube. 49, an adminis-

trative operations specialist In Collec-

tions Services.

He was 18 when he went to work at

LC, opening mall in Legislative Refer-

ence Service. That was 31 years ago,

In 1962. "Now it's time to do what I

want to do, to go into business for

myself," Berube said. He wants to get

a contractor's license so that he. his

brother, and brother-in-law can start

charging for the home improvements

they've done for years for friends and

relatives. Berube also Is a partner In a

racing stable.

"This Is kind of sad. For a lot of

people, It's the last big step they will

take until they die. This Is a big deci-

sion," said Donald G. Shomette. super-

visor, Graphics Unit, who at age 49

was leaving with 19 years of LC service

and 23 1/2 years ol federal service.

Shomette, who has written and pub-

lished 10 books to date about underwa-

ter archaeology and history, wasn't wor-

ried about what he was going to do. In

the offing are a contract for a series of

three books, prospective employment

as a Maryland state underwater archae-

ologist, and a Navy project to create an

underwater park In the Potomac River.

Shomette parted with a litany of

complaints about LC; "
. .the lack of

any final authority over my staff (for

example. I've had to stop the flow of

regular work to accommodate last-

minute rush jobs from the Affirmative

Action and Special Programs Office);

thp lack of access to the stacks; the

mentality of the institution, which is

that the staff is less than competent;

the existence of a police state

"The other thing Is. I've been at the

same grade level for 23 years and

passed over for promotion about 26

times," grumbled Shomette, who with

his stall Just won top honors in a Gov-

ernment Computer Sews contest lor

the best-designed government news-

letter, book or booklets, and bro-

chures.

Shomette was not alone in his com-

plaints about some Library Police of-

ficers. According to some staffers

who spent the night In front of the

Madison Building, a "party atmo-

sphere" prevailed as old friends and

acquaintances told jokes and war sto-

ries—until six police officers appeared

about 4 a.m. Kelley had started an in-

formal roster, and colleagues held one

another's places during necessary

searches outside the locked building

for an open restroom or a cup of hot

coffee. The spirit ol cooperation

ended when police warned that any-

one breaking rank temporarily would

have to go to the end of the line.

"No fraternizing," one officer told

arriving staffers as they attempted to

banter with their friends in line. "Get

back. Get back. You can't talk to any-

one in line."

"1 think this is a hell of a way to

treat people who have worked here

(or 25 years or more." said one woman
who asked that her name not be used.

"There are a lot of people in this line

who have kept the place going despite

the craziness in high places. . . . The
next person I hear say that the stalf

are the treasures of the Library of

Congress I'm going to choke; one

man's treasure is another man's

trash."

Capt. Yvonne Parker said she

could not respond to allegations

about Library police officers unless

staff members brought the allegations

to her attention. 'I was one of the

early people there. I saw nothing and

heard nothing like that. Nobody re-

ported a single, solitary thing to me,"

she said. Twelve officers were as-

signed to early-morning duty in Madi-

son Hall and outside the building, and

three supervisors occasionally visited

the scene, she said. 3
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£ways: It wants the freedom of a

ate corporation without the ac-

»^2ntability of using public dollars.

that, according to The Post, what

they were hearing was not in fact

credible news but only propaganda

from a "non-independent," taxpayer-

SID D.-

Proer^m [>

Washir.

Is This Any Way to Treat an Employee?

The Oct. 15 news photograph "Lining Up to Retire," which showed

Library of Congress employees waiting at the Madison Building to apply

for $25,000 buyouts and retirement, failed to show the insensitive and

disgraceful way that the Library of CongTess chose to conduct this buy-

out and retirement.

The Library of Congress stated that it would give the buyout to the

first 250 people to apply. So to ensure themselves of making the cut,

people had to wait in line. A few camped out all night, most arrived at

3 or 4 in the morning to wait on a raw aight for the doors to open. One

would think that they were waiting in line to buy World Senes tickets.

These people had worked for the Library of Congress for 25 to 30

years, and their thanks was to be treated like cattle upon their retire-

ment. What kind of message does that send to government employees

and future employees who might consider public service as a worthwhile

career?

In a time when the White House wants to reinvent government by

streamlining, becoming more efficient, more dedicated and more re-

sponsive to its constituents, is this the way for the Library of Congress

to treat lifelong employees?

JERRY DAVID
Silver Spring

1
How Many People in the West Bank?

i. The success of the Israel-PLO accords

_ hasbrought forth promises from the in-

)

temational community to pour S2 billion

"linto projects to boost living standards

.for the residents of the West Bank and

. 'the Gaza Strip. But The Post's reporting

...would leave one confused as to the

number of peopie who would benefit

story, the West Bank's population was

reduced to 1 million Palestinians, and in

a Sept. 16 story the Gaza Strip's popula-

tion was reduced to 700,000 residents.

By Sept. 24, the populations had again

increased, and the West Bank was home
to 1.1 million Arabs and the Gaza Strip

had nearly 1 million people.

Ac A^r»r>r,-nir a<H r\\e*\o»r\ hv the- intpr-

Enough Hurdles for Teach

I was amused by the Oct. 7 le

by Arthur E. Wise, president of

National Council for the Accredita

of Teacher Education. Basically.

asserted that teachers should be c
fully trained and should meet ap;

priate standards. I agree.

However, Mr. Wise advocated s

licensure, which essentially means

and his small band of education

pens" will determine the prerequis

by which teachers are judged. In o:

words, he said: Let me determine

is qualified to teach.

Education is burdened with enc

administrative drudgery. Let th

who are determined to teach do sc

To think that under Mr. Wi

plan. Albert Einstein would have tt

through 400 classroom hours of r

sense in order to teach physics, de

intentions of providing good teacht

We certainly do not need any m
hurdles for aspiring teachers to

forced to overcome.

T. NOLAN DAL
Arling

"Cat ' Facts

Jack Anderson and Michael :

stem's essay on the "Home-Grc

Drug Menace" [op-ed, Oct. 10]

long on alarmist rhetoric but shor

facts.

According to Mr. Anderson

Mr. Binstein. methcathinone. or "c

was first used on a mass basi?

Russia beginning "several deer

ago " But they produced no data

the number of users, addicts or fa

ties— if any.

This drug has apparently b

available, at least in Michigan,

four years. Yet Mr. Anderson and

Binstein do not even produce indi

ual evidence of usage, addictior

fatality.

Perhaps that is because, out

Northern Michigan, there is littl.

no interest in cat. Certainly that m

cz*.e in Ann Arbor and Marquette



110

Ms. Norton. Thank you, Mr. Almeida.

Mr. Almeida, it is interesting, Mr. Koskinen, and for that matter,

Mr. Klein of OPM, Mr. Koskinen of OMB, indicated that there had

been no instances that had been reported to them. Were these in-

stances reported up to the agency head that you have rendered in

your testimony?
Mr. Almeida. I have no knowledge of that at this time. I am

newly elected and just getting on board at the Federation and testi-

mony was prepared.

Ms. NORTON. There is—there of course has been documentation

of a kind that your colleagues have alluded to on contracting out

generally. We are—my bill of course is concerned that those abuses

not be carried over into buyout contracting. And I want to say to

all of you that you would be very helpful to us if you could also

be watchdogs here and let the committee know of any instances

where there may be use of contractors. The testimony is very use-

ful in that way, but we do need to document this and to monitor

this process. And very often your people on the ground and in the

agencies are in the best position to do so.

Mr. Almeida, you said that the situation where the action of the

contracting employees were just brought on as actual replacements

of the people who had been bought out was rectified. How was it

rectified?

Mr. Almeida. I am not sure at this time, but I will provide that

information.

Ms. NORTON. We appreciate knowing what the Agency—what the

base went through in order to do that. Do any of you anticipate

there will be RIF's in the coming fiscal year, among any of your

members?
Mr. Bowers. I have no knowledge of that, Your Honor.

Ms. GlLMAN. None of our agencies have indicated that to us.

Ms. Peddicord. We have no knowledge of any planned RIF's, but

we are concerned that the buyouts be targeted properly so that a

RIF will not occur. That concern for me is primarily on the impact

of affirmative action and diversity. But to our knowledge, there are

no plans of RIF's. There is just shifting.

Ms. Norton. I want to thank all of you for testifying. I do have

some other questions for you, but in light of the hour, I would like

to be able to submit them in writing to you. I will hold open the

record for 2 weeks in order to receive your answers.

I very much appreciate any work you are doing in this regard

since you come at it from where management cannot possibly come,

and therefore we need always your very vigilant participation.

Again, thank you very much for this testimony.

We have one more person. I am sorry, Mr. Mark Gable, I cer-

tainly don't want to leave you out after having waited this long,

from the Federal Managers Association.

Please come forward.

If you would summarize your testimony, we would be glad to re-

ceive it. I apologize that you had to wait so long.
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STATEMENT OF MARK GABLE, LEGISLATIVE
REPRESENTATIVE, FEDERAL MANAGERS ASSOCIATION

Mr. Gable. Oh, it was very informative, watching the other pan-

els testify. I will attempt to condense and summarize my remarks.
As you know, my name is Mark Gable, I am the legislative rep-

resentative for the Federal Managers Association, and I want to

thank you for the opportunity to present our views on the Federal

Work Force Restructuring Act and on the legislation which you
have introduced, H.R. 4488.

I would like to begin by thanking you for the leadership role that

you played in enacting the Federal Work Force Restructuring Act.

Despite some of the problems that FMA sees with the long-term ef-

fectiveness with the law as currently constituted, we view it as a
very important tool in avoiding reductions in force.

Of all the groups that have testified here today, I believe the

Federal employees that I represent have been and will continue to

be the most profoundly affected by the enactment of Public Law
103-226. As you know, a large portion of the 272,900 position re-

duction called for in the law will come from the ranks of managers
and supervisors. And as part of this downsizing, the span of control

for managers and supervisors will be increased, doubled, to a pro-

posed ratio of one supervisor for every 15 workers.
The main problem that we have at the moment with the Federal

Work Force Restructuring Act is that, although we don't anticipate

RIF's in 1995, the buyout authority appears to be adequate to avoid

RIF's next year, I understand OMB plans on offering 40,000
buyouts. However, we believe that the pool of eligible workers for

taking the buyouts will be exhausted and that over the long term,
beyond 1995, we have serious doubts about the ability of the cur-

rent buyout authority to avoid RIF's.

We also see a number of other obstacles besides the early expira-

tion date of the buyout authority. And those being, of course, the

employee backfill provision and also the unattractiveness of

buyouts to managers in the long run.

As you know, the buyout authority for the Department of De-
fense was recently extended through 1999. Although we do not
want to make any recommendations at this time for an immediate
change in the buyout authority, because we believe that would
have a negative impact on employees currently considering taking
buyouts next year, we do believe that over the long term, that
changes will have to be made to the buyout authority to increase
the duration of the authority that is extended to non-DOD agen-
cies, as well as improving the buyout incentive as it becomes more
difficult to attract higher-level workers to leave as the eligible pool

of buyout takers becomes exhausted. In that regard, we would ask
for an examination of any type of mitigation for the 2 percent pen-
alty.

I recently attended our third national midyear conference in San
Antonio, TX, and when our president mentioned to our 200-some
delegates that we were seeking an elimination of the 2-percent pen-
alty, they all stood up and cheered and applauded. We realize that
is a very expensive proposition, but we believe that any mitigation
such as allowing the $25,000 separation incentive payment to be
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used to offset that penalty, would greatly increase the effectiveness

of the buyout authority.

In addition to some of the problems that I have stated, I would
also like to briefly relay to you some of the experiences that our
members have had with the buyouts. The overall goal obviously is

to make Government work better and cost less, and to increase the

supervisory-to-management ratio, but the experiences of our mem-
bers doesn't necessarily reveal that these goals are being accom-
plished.

Particularly at the General Services Administration, our mem-
bers there have told us that out of the 2,400-some GSA employees
who have signed up for buyouts, only 200 of those are managers.
In one instance, at the White House, 55 GSA employees responsible

for maintaining the grounds and facilities are leaving the Govern-
ment service. And these employees will be extremely difficult to re-

place because of the time that is required for their extensive back-

ground security clearances.

Another problem with giving this general authority is that some
of our managers at GSA report that they don't have the clerical

help that they need to do their jobs. In some instances, they are

being forced to contract for secretarial services, which is much
more expensive than having Government secretaries perform this

work. In addition to being not as cost efficient, it is also putting

in jeopardy the goal of having an effective, expanded span of con-

trol for the managers. If the managers are forced to do their own
photocopying and answer their own phones, then it makes it very

difficult for them to concentrate on their duties and take on the

added responsibility of supervising twice as many employees.

This problem of lack of clerical help is also being experienced by
our members at the Department of Labor. Although the Depart-

ment of Labor is only offering 100 buyouts, a number of employees

are taking advantage of the voluntary early retirement authority,

and in particular the Department's Wage and Hour Division, a

number of investigators have left under the VER authority, and as

a result, the Department is having to cut back on enforcement. And
like their fellow managers at GSA, our DOL managers are also suf-

fering from an acute lack of clerical support.

In summary, I would just like to briefly make our recommenda-
tions for improvements that could facilitate a long-term downsizing

and an effective restructuring. FMA would like to see the VSIP and
VER authority for non-DOD agencies extended throughout the du-

ration of the downsizing, through 1999.

As we testified yesterday, we are very much in support of your

efforts to create a Governmentwide priority placement program.

We think that is a very important component of overall efforts to

accomplish restructuring. And would also like to see an examina-

tion of possible improvements to the monetary incentive to attract

the target audience of higher-paid managers and supervisors to

leave Government service.

Madam Chair, that concludes my remarks. I would be happy to

answer any questions you may have.

[The prepared statement of Mr. Gable follows:]
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Prepared Statement of Mark Gable, Legislative Representative, Federal
Managers Association

Madam Chairwoman and Members of the Subcommittee: My name is Mark
Gable and I am the Legislative Representative of the Federal Managers Association.
As we enter year two of the Administration's program to reinvent government to
work better and cost less, I want to thank you for the opportunity to appear before
you this afternoon to present FMA's views on a significant initiative of the National
Performance Review (NPR), the Federal Workforce Restructuring Act of 1994 (P.L.
103-226). I also want to thank you for the opportunity to comment on H.R. 4488,
legislation, which you madam Chairwoman have introduced, to restrict contracting
out at agencies that are offering Voluntary Separation Incentive Program (VSIP)
payments.
The Federal Managers Association is the largest Federal professional manage-

ment association, representing the interests of over 200,000 Federal managers and
supervisors throughout the Federal Government. Madam Chairwoman, on their be-
half I would like to thank you for the leadership role you played in shepherding the
Federal Workforce Restricting Act through the Congress earlier this year. Despite
some of the problems we will discuss here today, Public Law 103-226 represents
an important tool in avoiding, expensive, destructive, and morale busting reduc-
tions-in-force.

Of all groups that are testifying today, I believe that the Federal employees I rep-
resent have been and will continue to be the most profoundly affected by the enact-
ment of Public Law 103-226. As you know, Madam Chairwoman, the Federal
Workforce Restructuring Act calls for the elimination of 272,900 Civil Service posi-
tions by the end of fiscal year 1999. A large portion of this number will come from
the ranks of managers and supervisors. As part of this downsizing, the span of con-
trol for managers and supervisors will double over the next five years from the cur-
rent government average of 1 supervisor for every 7 employees to a proposed 1 su-
pervisor for every 15 workers.
As enacted, the Federal Workforce Restructuring Act is expected to produce $22

billion in savings from reducing the size of the Federal civilian workforce. However,
as currently constituted, this law contains obstacles to effective streamlining and re-
structuring. In FMA's view, the major benchmark of success for the Federal
Workforce Restructuring Act will be the number of RIFs that are avoided, and the
ability of the downsized workforce to effectively carry out agency mission require-
ments. The ability of agencies to reach this goal would be greatly enhanced by ex-
panding the law to include additional tools and flexibilities to accommodate the
long-term downsizing called for in the law.
The Department of Defense has done a good job of using buyouts and other tools

to avoid RIFs. In carrying out a reduction that will take the Department from al-

most a million employees in 1993 to 716,073 employees in 2001, ten DoD employees
have left voluntarily in fiscal year 1994 for every one that had to be laid off. So
far this year, 30,000 DoD employees have taken buyouts and 3,000 DoD employees
have been RIF'ed. DOD was able to achieve this favorable result because the base
closure process encourages employees to accept buyouts and because the Depart-
ment has a number of important tools that non-DoD agencies do not now possess.
In addition to not being encumbered with the one-for-one employee back-fill provi-
sion, DoD has a well run internal Priority Placement Program that should be emu-
lated by other agencies and expanded government-wide. However, the successful
continuation of DoD's downsizing program may be difficult to sustain as the Depart-
ment's retirement-eligible population dwindles and as internal placement opportuni-
ties diminish.

OBSTACLES TO EFFECTrVE USE OF VSIP AUTHORITY TO AVOID RIF'S

FMA expects that problems non-DoD agencies may experience in seeking to reach
their restructuring goals will arise largely from differences that exist between their
VSIP authority and that currently granted to DoD. FMA also believes that govern-
ment-wide restructuring problems will be exacerbated by the relative long-term
unattractiveness of buyouts to managers and the manner in which some agencies
are conducting their VSIP.

Short Duration ofNon-DoD VSIP Authority

The 1993 Department of Defense Authorization Act (P.L. 102-484) granted the
Department VSIP authority and voluntary early retirement authority (VERA)
through Fiscal Year 1997. This authority was recently extended through Fiscal Year
1999 in the 1995 Department of Defense Authorization Act, S. 2182.
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Out of the 272,900-position reduction in the size of the Federal workforce, DoD
reductions are expected to account for roughly 160,000 positions. About 113,000 po-
sitions of the workforce reduction will have to come from non-DoD agencies. The
non-DoD VSIP authority, however, lasts only until March 31, 1995. FMA is very
concerned that non-DoD agencies are being forced to front-load their workforce re-

duction plans and that they will not be able to avoid RIFs in 1996 and beyond as
they try to meet their reduction targets.

Employment Back-fill

One of the biggest obstacles to effectively restructuring the Federal workforce
stems from the employment back-fill prevention provision contained in Section 5
paragraph (f) of the Federal Workforce Restructuring Act. This provision, which was
not requested by the Administration and was added to H.R. 3345 by the other body,
requires non-DoD agencies to reduce their FTE levels by one position for every em-
ployee who receives or is scheduled to receive a VSIP payment.
The back-fill provision has created a market for "offsets." OMB must insure that

among non-DoD agencies that the total number of buyouts offered does not exceed
the number by which the combined number of FTE's is reduced. This involves con-
siderable juggling of numbers between agencies that are mainly downsizing and
those that are restructuring. Downsizing agencies produce a surplus of offsets to the
extent that the number by which their FTE's are reduced is greater than the num-
ber of buyouts they offer. Restructuring agencies that are eliminating some func-
tions and building up others may use these offsets to facilitate their reductions.
OMB, however, reports that agencies wanting to restructure are requesting three
times as many offsets as are available.

The Unattractiveness ofBuyouts to Managers
When FMA testified before this Subcommittee and the Civil Service Subcommit-

tee in October of last year, we expressed our concerns about the ability of agencies
to encourage managers to accept buyouts. Six months after the enactment of govern-
ment-wide buyout authority and 15,000 non-DoD buyouts later, FMA remains con-

cerned that the VSIP may not be attractive enough in the long-term to accomplish
the reduction in the number of managers sought by the Administration.
Avoiding Government-wide RIF's in the long-term will require beefing up the ar-

senal of downsizing tools available to agencies. In particular, the permanent 2%
penalty reduction in annuity for every year an employee is retired from government
service before reaching age 55 also poses a serious obstacle to reaching the Adminis-
tration's reduction targets for managers. In many instances, the $25,000 retirement
incentive does not come close to offsetting the lifetime reduction employees would
experience if they retired before age 55. For example, managers who retire early are
forgoing expected yearly salary increases and the lack of thee increases greatly re-

duces their potential pension income earnings. As a result, many managers find

they cannot afford to retire early.

FMA is concerned that without elimination or mitigation of the 2% penalty for

employees accepting VSIP payments, future reductions will be difficult to accom-
plish after the eligible pool of retirement-age workers, for whom the buyout is at-

tractive, has been exhausted.

Agency Administration ofDownsizing

Madam Chairwoman, the experiences of FMA members across the government
point toward a troublesome trend of repeating the 1992 experience of the U.S. Post-

al Service that led to a hollow workforce.

General Services Administration

FMA members at GSA report that, like the Post Office, no restrictions were
placed on their agency's buyouts. Of the 2,400 GSA employees who have signed up
and are scheduled to receive buyouts only 200 are managers. Instead of promoting
a flatter organization, GSA's buyout program appears to be having the effect of tak-

ing away the employees managers need to accomplish their mission.
At the White House, 55 GSA employees responsible for maintaining the grounds

and facilities are leaving government service with buyouts. These employees will be
extremely difficult to replace because of the amount of time required to conduct the
background investigations required for the top security clearance all White House
GSA workers must have.
FMA members at GSA also report that the downsizing is robbing them of their

clerical help. Managers are increasingly becoming tied up with clerical work or

being forced to contract out for clerical services. Instead of paying $20,000 to

$30,000 for government secretaries, GSA managers who contract out for clerical

staff are paying their secretaries between $45,000 and $50,000. Clearly this situa-
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tion is not cost effective nor conducive to effectively doubling the span of control for

managers and supervisors.

Department of Labor

While the Department of Labor is only offering 100 buyouts, a number of employ-
ees are taking advantage of VERA to leave government service. At the Department's
Wage and Hour Division a significant number of field investigators responsible for

enforcing the provisions of the Fair Labor Standards Act have left government serv-

ice. Due to restrictions on hiring, these enforcement officials are simply not being
replaced. As a result, the Department is cutting back on enforcement.
FMA members at DoL are also experiencing great difficulty in retaining clerical

support. Due to lack of clerical staff, DoL managers are answering phones and per-

forming photocopying instead of concentrating on their primary responsibilities.

This instance of a hollow workforce at DoL is very frustrating for managers who
want to do a good job but lack the support they need to accomplish their mission.

In addition, having experienced and well trained managers and supervisors making
copies and answering phones is not an efficient use of taxpayer dollars.

fma's suggestions for improving the federal workforce restructuring act

While FMA would like to see a number of immediate improvements in the Federal
Workforce Restructuring Act, we recognize that any effort to change the terms for

government-wide buyouts shortly before the October 1, 1994, start date for offering

VSIP payments would: pose an undue administrative burden on agencies that al-

ready have buyout plans in place; cause confusion and chaos among those who have
already made their decision on whether to accept buyout offers; and put in jeopardy
the goal of avoiding RIF's through the extension of 40,000 buyouts by encouraging
civil servants to wait for a better offer.

FMA does not want to negatively impact the upcoming round of government-wide
buyouts by contributing to expectations that the current non-DoD buyout program
will be changed before its March 31, 1995 expiration. Rumors such as extension of

the "triple nickel" or elimination of the 2% penalty only hurt the buyout program's
chances for success. Controlling unfounded rumors about buyouts is necessary to

avoiding RIF's. In this regard, FMA applauds the efforts of the Office of Personnel
Management for its establishment of a buyout hotline and computer bulletin boards
to make accurate and up to date buyout information universally available to Federal
employees.
However, in looking ahead to 1996 and beyond, FMA would like to submit the fol-

lowing suggestions for expanding and improving the tools available for restructuring

the Federal workforce.

Extend Non-DOD and VERA Authority Through FY 1999

• In order to accomplish a non-DoD downsizing of 113,000 employees by 1999 the
non-DoD VSIP authority should be extended from March 31, 1995 to September 31,

1999. As stated earlier, this authority was recently quietly extended by two years
for DoD through September 31, 1999, without a large battle over the mandatory
costs associated with the VSIP. Considering the $22 billion in discretionary savings
that are being accomplished with the workforce reduction, the mandatory costs from
extending buyout authority for the duration of the downsizing period are quite

small. In any examination of extending the current non-DoD VSIP authority, FMA
would urge for consideration to be given to the issues that do not easily lend them-
selves to tabulation on a balance sheet, such as the composition and effectiveness

of the post-downsized government, that will be seriously compromised if non-DoD
agencies do not have the tools they need to avoid RIF's.

Eliminate the Employee Back-fill Provision

• FMA strongly supports elimination of the non-DoD VSIP back-fill restriction.

This restriction is a significant impediment to effective restructuring of the Federal
Government and is contributing toward the creation of a hollow workforce.

Increase the Monetary Incentive To Leave Federal Service

• Recognizing that elimination of the 2% penalty for those who retire before age
55 will be very expensive under congressional budget rules, FMA recommends that
employees accepting VSIP payments be allowed to use this money to offset the early

retirement penalty. FMA would also like for the separation incentive to be the great-

er of $25,000 or the severance pay entitlement. In addition, FMA would like for

VSIP payments to be tax exempt if they are going to be: rolled over into the Thrift
Savings Plan, invested in a small business, or used for retraining or continuing edu-
cation activity. All of these suggestions would make buyouts more attractive to man-



116

agers in the future. FMA anticipates that these improvements to the buyout pro-

gram will be needed in the future to avoid RIF's after buyouts have encouraged re-

tirement eligible workers (who were delaying retirement to receive a bonus) to leave

Federal service.

Create a Government-wide PPP
Madam Chairwoman, as I have stated before, FMA believes that non-DoD

downsizing efforts will be made more difficult to the extent that these agencies do

not have some of the important tools that have proven so successful at DoD. FMA
believes that Congress gave agencies only half of what they really needed to accom-

plish the workforce reduction when it passed the Federal Workforce Reduction Act.

Madam Chairwoman, I want to thank you for introducing H.R. 4719 to require man-
datory interagency priority placement of workers who are scheduled to be RIF'ed.

The DoD's Priority Placement Program has played a central role in avoiding RIF's

and insuring that valuable and experienced employees are put on the streets while

their service is greatly needed. FMA testified before the Civil Service Subcommittee
yesterday in strong support of H.R. 4719.

H.R. 4488

Madam Chairwoman, I would like to briefly comment on your legislation, H.R.

4488, to prevent government positions that are vacated through the use of VSIP au-

thority from being filled by contract employees. FMA strongly supports this legisla-

tion. FMA believes that in situations where continuing functions are currently being

efficiently performed by government employees, replacing Federal employees with

contract employees is not in the best interest of the American public.

CONCLUSION

Once again, Madam Chairwoman, thank you for your outstanding leadership and

all your efforts on our behalf. This concludes my prepared remarks and I am now
happy to answer any questions you may have.

Ms. Norton. Thank you very much, Mr. Gable.

I would like to ask you what you meant by the pool of eligible

—

those eligible for buyouts becoming exhausted?
Mr. Gable. Madam Chair, it is my understanding that currently

the people who are taking the buyouts are those who are largely

retirement eligible and who are willing to leave Government serv-

ice. We are concerned that as this population is already harvested,

so to speak, by the agencies with these buyouts, that it may be dif-

ficult to encourage workers after that time to leave Government
service.

Ms. Norton. I am not certain of that. You may be right, but the

testimony seems to me that more and more people want it. And
there would be an efficiency concern if you got so that you were bit-

ing into the managers beyond efficiency levels.

But it looks like managers get first track—first crack at it often.

We have had some instances of agencywide, and others have to

wait in line. So I am not sure you would ever exhaust the—I am
not sure there is a group, a pool of eligibles. I am not sure you

would ever exhaust those who wanted it. But you might exhaust

those whom you could afford to give it to in light of the efficiency

of the agency.
What did you mean by the unattractiveness of buying out man-

agers"
Mr. Gable. A number of our-

Ms. Norton. I thought that was supposed to be the most attrac-

tive thing to do?
Mr. Gable. A number of our managers have relayed their experi-

ences to me that they would not take the buyouts because of the

existence of the 2 percent penalty. They are typically managers
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who are under age 55, and in that instance, the compounding effect

of both losing the 2 percent of their annuity, and forgoing planned
salary increases, compounds to a significant reduction that is not
offset by the $25,000. And it is particularly
Ms. Norton. For that age group, yes?
Mr. Gable. Yes.
Ms. Norton. I would very much appreciate it if you would give

more details to my staff concerning the shortages you relayed, the
clericals and other support staff. One wonders why clericals are
being bought out in the first place. There is a great problem in hir-

ing clericals in the Washington metropolitan region.
But in any case, to the extent that you could give us the names

of the agencies, and as specific information as you have, we would
appreciate having that information. Because it helps us to know or
to foresee problems that may develop in greater numbers in the
past.

I want to particularly thank you, Mr. Gable, since as luck would
have it, you were the last witness. But you are a very important
witness, and I appreciate your remaining so that you could give
this important testimony.
Mr. Gable. Thank you very much, Madam Chair.
Ms. Norton. Thank you. The hearing is adjourned.
[Whereupon, at 1:40 p.m., the subcommittee was adjourned.]
[Additional material submitted for the record follows:]

Prepared Statement of James H. Billington, the Librarian of Congress

The Library of Congress appreciates the opportunity to submit this statement on
its experience with the voluntary separation incentive program, or employee
buyouts. As you know the Library received authority to offer buyouts prior to enact-
ment of the Federal Workforce Restructuring Act in order to achieve staff reductions
mandated by P.L. 103-69, the Legislative Branch Appropriations Act of 1994, which
reduced Library funding and set full-time equivalent limitations.
The Library has been faced with the imperative of doing more work and adopting

new technologies while operating under stringent budgetary constraints and contin-
ued staff reductions. At the end of fiscal year 1993, the Library determined that in
order to meet these funding limitations it needed to reduce its staff by 250 persons
in addition to normal attrition anticipated for the subsequent two fiscal years (1994
and 1995). The Library sought to meet this additional reduction in staff by offering
an employee buyout for 250 employees at the beginning of FY 1994. Only through
the combination of incentive payment and early retirement authority was the Li-
brary able to avoid the displacement and reductions-in-force of staff that would have
resulted from such a large scale reduction in the number of employees within such
a limited time frame.
After passage of legislation enabling the Library to offer employee buyouts to re-

duce its staffing levels, the Library, during the period, October 14 through Decem-
ber 31, 1993, offered 250 buyout opportunities to its eligible staff. Two hundred and
forty-five accepted—145 optional and 100 early retirements. One employee was
brought back and her retirement canceled due to administrative error.
The voluntary retirements, both optional and early out, induced by the separation

incentive payments were crucial to the Library. Not only did they assist the Library
to meet its staff reduction objectives but they made it possible to open up career
opportunities for other Library staff, many of whom are minorities and women. Dur-
ing a time of restricted recruiting and fiscal constraints, these career opportunities
would not have been possible without the voluntary retirements.
The incentive program was offered on a relatively quick turnaround basis, to

maximize savings. The program was open to all eligible Library staff. Due to the
time limitations and the broad application of the program, it was necessary for the
Library to temporarily fill-in gaps created in critical subjects areas and job activities
caused by staff who took advantage of the voluntary retirement program. The Li-
brary entered into time-limited contracts with 15 of the 245 voluntary retirees when
these retirees were uniquely qualified to complete specific tasks and when they
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could perform the task more cheaply or expeditiously. The use of limited contracts

allowed the Library to continue critical work for the Congress and the public in an
efficient and cost-effective way with the least disruption to the institution and its

programs and services.

The employee buyout program has been an unqualified success. It has permitted

the Library to reduce its staffing levels quickly, permanently, and humanely, while

saving money and largely reducing the need for reductions-in-force. This, in turn,

is opening up new opportunities to Library staff, particularly minorities and women,
and allowing the Library to continue to focus on its priorities of serving the Con-
gress and the nation.

Prepared Statement of Gary D. Engebretson, President, Contract Services"
Association of America

Madam Chairwoman, Members of the Subcommittee, the Contract Services Asso-

ciation of America (CSA), the nation's oldest and largest association of government
service contractors, is pleased to submit this statement for the record of your hear-

ings pertaining to H.R. 4488, a bill that would prohibit the contracting-out of any
position previously held by a government worker who opted to take advantage of

a separation incentive package.
Let me be candid and to the point. The legislation before you will place an unten-

able burden on government managers and will deny important post-government em-
ployment opportunities to current government workers. The legislation before you
may well result in reductions in government services in areas in which those serv-

ices need not, and should not, be reduced.

Most importantly, the legislation would link a government-wide policy to reduce

the size of the government workforce with a separate, longstanding policy which
rightly suggests that the government should utilize the most cost- and quality-effec-

tive means of performing its functions and delivering its services. These two issues

are very different and must be de-linked if sound, rational policy is to result.

The kind of broad-based ban envisioned in this legislation ignores the fact that

there is no relationship between contracting-out and separation incentives. The gov-

ernment is committed to reducing its manpower levels by a certain number of peo-

ple; that reduction will take place with or without contracting-out. Thus, to declare

that a function which could more efficiently be performed by a contractor must re-

main in-house if it is impacted by a separation incentive program is shortsighted

and contrary to the best interests of the taxpayer and the government.
Futhermore, the legislation before you is anti-taxpayer and anti-efficiency in the

extreme. It would tie the hands of government managers and effectively prohibit

them from exercising sound management judgments and from ensuring that the

government's functions are performed in the most efficient and quality-conscious

manner possible. Indeed, it is antithetical to the very concepts of streamlining gov-

ernment and enhancing government management, to restrict government managers'
authority to such an extraordinary degree.

Ironically, a government manager faced with this legislation and a parallel need

to deliver a service, many well opt to simply not offer any separation incentives to

existing employees and maintain current staffing levels regardless of their impact

on the government's downsizing policy. While such a tactic would serve the interests

of the government employee unions, it would clearly be contrary to broader national

interest in that it would have a deleterious effect on the overall separation incentive

program.
Managers could also opt to simply sever employees with nothing more than the

standard severance payments, so as to avoid the overly restrictive prohibitions of

this legislation. This approach may represent the only mean by which those man-
agers can fulfill their job requirements in light of the ban proposed in H.R. 4488,

but is certainly not one that anyone wishes to see utilized.

Therefore, the proposed legislation will serve neither the interest of the American
taxpayer nor those government managers charged with meeting their mission.

One must also question whether the proposed legislation will serve the interests

of the very employees it is supposed to protect. Historically, we know that over 65%
of all employees whose functions are contracted-out are hired by the contractor in-

volved. Indeed, no one has ever suggested that government employees are incapable

of doing their jobs well; they simply are not given the tools. Thus, when a contractor

takes over a government function, he or she is going to hire a large number of quali-

fied government workers, consistent, of course, with the contract's cost and quality

goals, so as to avoid any unnecessary training and recruitment costs. The contrac-
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tor, thus becomes an important employment opportunity for those who are affected
by a decision to contract.

However, if this legislation becomes law, that employment opportunity disappears.
It is hard, therefore, to see how this legislation protects the long-term interests of
current government employees.

It also is disturbing that this hearing featured only government agency officials

and public employees union officials. Where is the perspective of the private sector?
The Administration has agreed that the long-term economic vitality of our nation
is dependent on "growing jobs" in the private, as opposed to the public sector. How
can one then analyze an issue of this type without input from that portion of the
private sector that is impacted by it? By what sense of fair play is a decision made
to ignore entirely the input of a key stakeholder in the decision?
While the public employee unions represented at this hearing do represent key

stakeholders, they do not represent the entirety of the American labor movement.
Perhaps the Subcommittee could benefit from input from any of a number of private
sector unions who could testify to their increasing restiveness over the special pro-
tections afforded public sector unions.
We must also recognize that, like everyone else, the public employee unions have

an agenda, made necessary by their need, first and foremost, to maintain and in-

crease their membership base. That is why they have opposed, for years, any at-
tempts to streamline government and any legislation that might, in any way, facili-

tate contracting-out. By definition, streamling and contracting will result in mem-
bership reductions for those unions. This is a reality we must address if our mutual
attempts to improve the way our government works are to succeed.
Madam Chairwoman, while we have strong differences of opinion on this legisla-

tion, I hope and trust the Subcommittee will take our comments and concerns to
heart. There are numerous protections in current law which preserve the rights the
public employees. Now is the time to allow sound and rational policy-making to take
hold, within the parameters of those established protections, for the good of the gov-
ernment and the nation as a whole.
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